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REVERSING THE TIDE TOWARD TENANCY 


WILSON GEE 
University of Virginia 


I 


Farm tenancy is a national problem of majorimportance. From 
a situation a half century ago (1880) where one out of every four 
American farmers was a tenant, it is generally conceded that today 
. about one out of every two farms some one else’s land. And the 
movement toward becoming a nation predominantly of tenant 
farmers continues with acceleration. 

The causes of increased tenancy in this country are numerous and 
complexly interrelated. Only a few of the principal ones will be 
mentioned. Around the turn of the present century, practically 
all of the free lands available for homesteading had been occupied. 
Advancing prices of land and the unprofitableness of depression 
incomes from farming have combined to make the ascent of 
the agricultural ladder from tenancy to ownership more difficult 
and perilous. The processes of growing urbanization and indus- 
trialization, with the resultant cityward movement, have 
further augmented the transfer of farm wealth to the cities and in- 
creased the extent of absentee-ownership of farm property. More- 
over, the impact of the current economic depression has operated 
in considerable degree to reverse the tide of farm to city migration, 
and to bank up in country sections the substantial normal natural 
increase of the farm population. Conditions have not been favor- 
able for this rising level of farm population to become owners of 
land, so they have swelled the ranks of the tenants. 

The serious situation presented might be viewed with more 
equanimity if the tendencies exhibited could be considered as 
largely temporary in nature. But the tenancy proportions for the 
nation as a whole have with each census period since 1880 shown a 
steady increase. In only two divisions of the nation, the Middle 
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Atlantic and the New England, has there been a decline in the per- 
centage of farm tenancy over the fifty-year period from 1880 to 
1930. Itis very likely that even in these two regions the recession 
tendency has been obliterated as a result of the economic depression 
and its consequent outward flow of unemployed city population 
into the surrounding rural sections. (See Table I.) 

These figures reveal that while the problem is more largely 
imminent in the cotton and tobacco areas of the South, it is also a 
pressing one in the wheat and corn belts. Mississippi had a 
tenancy of 72.2 per cent in 1930 but Iowa and Nebraska each at that 
time enumerated somewhat more than 47 tenants out of each 100 

















TABLE I 
PERcENTAGES OF Farm Tenancy sy Census Drvisions: 1880-1930 

PERCENTAGE OF TENANCY RELATIVE PER- 
CENTAGE 

DIVISION (INCREASE OR DE- 

1880 1930 CREASE), 1880- 
re 25.6 42.4 16.8 
ee rere es 8.5 6.3 —2.2* 
ENTE IIMS... 65 ons vecccesaceccecees 19.2 14.7 —4.5* 
Bast Worth Central... .........ccecvececes 20.5 37-3 6.8 
West North Central... ..........cceccseee 20.5 39.9 19.4 
NG x 60Snricturdasnceevs vxuds 36.1 48.1 12.0 
East South Central...........00ccccveseees 36.8 55-9 19.1 
West South Central ...............secccesevee 35.2 62.3 27.1 
IN 6is:59, ote vecv.cean as cewkeerwernes 7-4 24.4 17.0 
PR cph nas ecainiss tee gocacaspecaennet 16.8 17.7 0.9 














* Denotes decrease. 


of their farmers. And significant rising ratios of tenancy are dis- 
covered in the Mountain states. The problem is truly national, 
not local. Therefore, ameliorative measures must be worked out 
on a national basis. 

It was Arthur Young, one of the earliest of our agricultural 
economists, who in his Travels in France observed concerning the 
French peasant that ‘‘the magic of property turns sand to gold. 
Give a man the secure possession of a bleak rock, and he will turn 
it into a garden; give him a nine years’ lease of a garden and he will 
convert it into a desert."’ The late Dr. E. C. Branson, who gave a 
large part of his life to a consideration of the problems of the ten- 
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ant farmer, tells us that ‘‘the ownership of land tethers a man to 
law and order better than all the laws of the statute books. It 
breeds in him a sense of personal worth and family pride. It 
identifies him with the community he lives in and gives him a 
proprietary interest in the church, the school, and other organiza- 
tions and enterprises of his home town or home community. It 
enables him to hold his family together, makes him a better 
father, a better neighbor, and a better citizen mainly because it 
makes him a stable, responsible member of society.”’ 

The ill effects of tenancy, economic and social, are well known. 
Farm tenancy leads to the steady impoverishment of the soil, or 
what is often called ‘‘soil mining’’; it is characterized by low in- 
comes and confirms low standards of living; the average tenant is 
more often than not one who uses poor and inefficient methods of 
farming; a concentration of land ownership tends to result in high 
tenancy areas, often leading to the scourge of extensive absentee 
ownership. Among the baneful social effects of the institution of 
farm tenancy are the development of a permanent tenant class, 
with its accompanying social stratification; too great a mobility of 
the farm population; the instability and social waste in school, 
church, and community organizational life which results from 
these frequent shifts and the low incomes of a considerable propor- 
tion of the population; and a general shattering of community 
consciousness and community morale, resulting in a disintegration 
of community life for owners as well as tenants. 

This is a day of ‘‘isms’’ in the world at large. Whole nations 
are following the delusions of communism or bolshevism, fascism, 
and naziism, and as a result are temporarily halting in their areas 
of influence in the age-long struggle upward of mankind for per- 
sonal liberty, the right to the largest self-expression and highest 
development of individual human personality consonant with the 
rights of others. Communist agitators are at work today among 
the tenant farmers’ unions in some of the areas of highest tenancy 
proportions in the United States, especially Arkansas and Alabama. 
They are arguing, as good communists always do, that the institu- 
tion of private property should be abolished. The state should 
own all of the land, and every farmer should be a tenant, leasing 
his land from the government. There is fertile ground for such 
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propaganda in communities and even entire states where unhealthy 
proportions of tenancy exist. The surest antidote to such revolu- 
tionary agitations is to mitigate the blighting effects of mounting 
tenancy ratios by making it possible for every worthy tenant 
farmer to step into the ultimate ownership of the farm upon which 
he is to live. 

Henry Grady, gifted prophet of the New South, expressed, with 
regional application, in inspired language, the traditional Amer- 
ican ideal of every man under his own vine and fig tree. He said: 
‘““When every farmer in the South shall eat bread from his own 
fields and meat from his own pastures, and disturbed by no condi- 
tions and enslaved by no debt, shall, amid his teeming orchards and 
vineyards, dairies and barns, pitch his own crops in his own wis- 
dom and grow them in independence, making cotton and tobacco a 
clean surplus, and selling these in his own time and in his own 
chosen market and not at a master’s bidding, getting pay in cash 
and not in a receipted mortgage that discharges his debt but does 
not restore his freedom, then and not until then, shall be the break- 
ing of the fullness of a new day.’’ It was with such ideals of a 
nation of owner-operator farmers that these United States were 
settled, and the free institutions of a free people established. The 
economic enslavement of our people, either rural or urban, is sub- 
versive of the American way of life, and bound ultimately to prove 
seriously disruptive of our fundamental institutions—even our 
form of government. And farm tenancy is a form of economic serf- 
dom for the worthy, ambitious tenant farmer, caught in the 
shackles of economic and social conditions for which he is not 
responsible, but which alone he cannot reform nor very often 
overcome. 


Il 


There are now very few countries in the world with higher 
tenancy ratios than the United States. Principal among these are 
England, Scotland and Wales, with a quite different form of 
tenancy to ours, guaranteeing long leases and remunerating tenants 
for improvements they effect, rather than penalizing them for such 
beneficent ministrations by increasing the rent, as is more often 
than not the case in this country. Nations like Denmark and Ire- 
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land, particularly, but also a number of others, set out years ago in 
determined fashion to curb the evils of high tenancy percentages. 
And they have been definitely successful in their efforts toward 
that end. 

As a result of long years of strife between the Irish laborers and 
tenants on the one hand and the landlords on the other, aggra- 
vated by the disastrous famine of 1846-49, Ireland was one of the 
pioneers along these lines. As early as 1870, a move was made to 
improve the contractual relationships existing between landlord 
and tenant through providing fairer rents, greater security of 
tenure, and compensation for improvements made by the tenant. 
A land commission was established in 1881 and given the power to 
make loans to Irish tenants for the purchase of land. Under the 
Ashburne Act of 1885, power was granted to the land commission 
to advance the entire purchase money for a holding where the 
transaction was with an individual showing the worthiness which 
gave promise of his ultimately repaying the loan. The purchaser 
was given a period of 49 years in which to amortize his loan, the 
interest rate being placed at 33 per cent, and the payment on prin- 
cipal at seven-eights per cent annually. Since these steps were 
taken about 65 years ago, approximately 425,000 holdings have 
been made available to the hitherto landless classes, the advances 
on them aggregating almost £125,000,000. While interest rates 
and those required for amortization of principal have varied some- 
what with the years, from a nation the great bulk of whom were 
tenants on the estates of English absentee landlords, Ireland now is 
to be characterized as preponderantly a country of efficient farm 
owners, living under greatly improved economic and social con- 
ditions. 

The Danes furnish another striking example of the same sort. 
A half century or more ago, Denmark was a country mainly of larg- 
estates; the small land-owning farmer scarcely was known. As 
high as 90 per cent of the land was cultivated by tenants. Major 
legislation looking toward the correction of this condition was 
enacted in 1899. While frankly experimental at the outset, it 
proved so successful that it has been continued and perfected from 
time to time. Substantial amounts were appropriated to carry 
forward the purposes of the legislation, and these sums have 
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created a revolving fund to enable would-be farmers to acquire 
their own land upon which to farm. The loans are made to 
applicants over 25 and under 50 years of age, who must have been 
a tenant or agricultural worker for at least four years, and be able 
to furnish a satisfactory guarantee as to worthiness of character. 
He must, in addition, be able to furnish one-tenth of the purchase 
price of the land, the state supplying the other nine-tenths. The 
interest rate charged was approximately 4 per cent, but no part of 
the loan was to be repaid during the first five years. An aggregate 
of 98 years was allowed for the full repayment of the loan on an 
amortization basis. Since 1899, there have been about 20,000 
small holdings created under the provisions of the original law 
and the subsequent legislation affecting the matter. In brief, the 
result is that today only about 10 per cent of the farmers of Den- 
mark are tenants, and approximately go per cent of them are owner- 
operators. Frederick C. Howe, in his Denmark: A Cooperative 
Commonwealth says: ‘‘Education is one of the explanations of Den- 
mark. Cooperation is another. But back of these is the fact that 
the Dane owns his own farm. He works for himself. Farm 
ownership is the economic foundation of Denmark. This explains 
the desire for education, the prevalence of cooperation and political 
democracy as well. It explains the well-being of the wage-earner 
in the city.” 

What Dermark and Ireland have done in excellent fashion, 
England, Scotland, Germany, Holland, Austria, Italy, Poland, the 
Balkan countries and others are attempting with varying degrees of 
energy and effectiveness. While the socio-economic matrix for 
such developments in Europe is in many ways quite different from 
that in the United States, the lesson from the examples cited is 
plain. The tenancy tide can be reversed. Honestly and intelli- 
gently handled, not many decades are required to accomplish the 
task. 

Not only can it be learned from the examples of older European 
nations what to do, but also many things not todo. A first lesson 
is that it is not well to wait until a revolutionary state of affairs 
forces the issue as was the case in Ireland. Also, with the exten- 
sive land resources of the United States, it would be unwise to 
develop the excessively small size of holdings which at the outset, 











REVERSING THE TIDE TOWARD TENANCY 7 


at least, characterized the movement in both Denmark and Ireland. 
Moreover, from the outset of the development, emphasis should be 
placed upon the soundness of the character of the approved appli- 
cants. And, not least of all, there must be developed in this 
nation a greater love of the land, and the desire to live on it genera- 
tion after generation, father handing it down to son in substan- 
tially enriched condition over the shape in which he himself 
received it. 


Til 


There is at present before the House of Representatives of the 
Congress, the Bankhead ‘‘Farmers’ Home Act,’’ a bill which 
passed the Senate in the 1st session of the 74th Congress. At a 
recent conference at the White House, it was agreed that the 
leaders in the present session of the Congress would take this bill 
up at an early date and endeavor to secure its passage. The meas- 
ure states that “‘the powers conferred in this Act shall be exercised 
with a view to checking the increase of tenancy in the United 
States, and dealing in an adequate way with the problem of farm 
tenancy in the United States, aiding in rural rehabilitation, and 
encouraging the ownership of farm homes.”’ 

In brief, it is proposed that a Corporation, to be known as the 
‘‘Farmers’ Home Corporation,’’ be created as an instrumentality of 
the United States. The management of this Corporation is to be 
vested in a board of directors of five members, three of whom are to 
be appointed by the President of the United States, and two of 
whom ate ex-officio, the Secretary of Agriculture and the Governor 
of the Farm Credit Administration. This arrangement assures 
the advice and cooperation of these two branches of the federal 
government, both closely related in their functioning to that of 
the proposed new agency. A capital stock of $50,000,000 is to be 
provided at the outset for the Corporation, and it is to be em- 
powered to issue bonds in an aggregate amount not to exceed 
$1,000,000,000 for the purposes of establishing and assisting in the 
establishment of farms and farm homes, together with the neces- 
sary buildings and other structures, livestock, equipment, imple- 
ments and machinery, furnishings, supplies, and facilities, and of 
aiding the beneficiaries of the Act in the organization of coopera- 
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tives: ‘Provided, that any individual farm shall be of such size and 
fertility and so stocked and equipped as to reasonably indicate 
returns which will permit the occupants thereof to repay any 
obligations incurred by them for the purchase thereof, and to main- 
tain a decent standard ofliving.’’ A further safe-guard is included, 
limiting the loan made to any purchaser to the amount which will 
provide a farm restricted in size to the area of an average farm in 
the state where the land is located as determined by the preceding 
federal census, and what is still more to the point, “‘not to exceed 
in cost the price of the property of similar size and value in the 
same section or area." Competent appraisal is provided for on 
the basis of which to assure this result. 

Quite wisely, the Corporation is to be given wide discretion in 
prescribing the specific regulations governing the granting of 
loans and the periods for repayment of the indebtedness owed to it, 
but it is stated in the Act that in no event shall the amortization 
period exceed sixty years. The rate of interest to be charged to 
beneficiaries is to be not more than 33 per cent annually. In order 
that unhealthful expansion of crop production may not result, the 
Corporation is enjoined, so far as practicable, to assist beneficiaries 
of the program to become established upon lands now in culti- 
vation. 

Preference in the matter of loans is given applicants who are 
matried or who have dependent families, farm tenants, share- 
croppers, farm laborers, or those who recently were farmers, and 
strict provision is made to the effect that if “‘the income of any 
applicant derived from farm property owned by him is sufficient to 
support his family and to pay the expenses of operating such prop- 
erty and fixed charges” he is ineligible for a loan. 

Rigid provision is made with regard to the purchasers’ placing 
encumbrances upon the farms acquired. In part, Section 5 of the 
Act states: ‘All contracts of sale executed by the Corporation and 
all mortgages taken by it shall contain a provision that if a volun- 
tary lien is created by the debtor on any of the property covered by 
such contract or mortgage, or if an involuntary lien is established 
on any of such property, the Corporation may declare all unpaid 
installments of principal and interest (accrued or to accrue) to be 
immediately due and payable. No land purchased from the Cor- 
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poration herein created up to the value of $2,500 shall ever be en- 
cumbered with any lien or obligation, either statutory or con- 
tractual. Such land shall not be subject to any debt, or debts, or 
obligations of any kind of the owner, except taxes, and every con- 
veyance, lease, or contract executed by the Corporation herein 
created shall contain a provision that the land shall forever remain 
free of all liens or encumbrances of whatever kind, and such pro- 
vision shall be a covenant running with the land as long as it shall 
be used as a farm homestead.’’ The debates in the Senate on this 
and related phases of the measure called to mind forcefully the 
operations of speculators under the Homestead Acts which con- 
tributed so largely to the perversion of the social objectives of that 
land policy. 


IV 


This measure should be enacted into the law of the land, and be- 
come translated into the permanent policy of the nation. The farm 
tenancy problem has been as much studied, and its ills as much 
deplored as any phase of our social and economic maladjustment. 
Every informed, thoughtful American citizen, urban as well as 
rural, agrees to this. Moreover, delay in the matter offers no 
advantages; it only serves to postpone a situation which must 
inevitably be confronted for amelioration. 

Senator J. H. Bankhead of Alabama and Representative Marvin 
Jones of Texas who are the sponsors of the proposed legislation in 
the Congress, have invited and evidently utilized advice and criti- 
cism regarding it, not only from their colleagues, but also from a 
representative cross-section of public opinion, professional and 
non-professional. Claim for perfection cannot be made for any 
such proposed plan, particularly at the outset when experience 
along these lines is new to this part of the world. The Act is 
purposely drawn with a large measure of flexibility provided, and 
of course weaknesses can be strengthened as they become demon- 
strated from time to time. 

The success of this measure, if and when enacted, will largely 
depend upon the honesty, courage and intelligence with which it 
is administered. Undoubtedly, much pressure of one sort and 
another will be brought to bear upon the directors of the Corpora- 
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tion. Without fear or favor, the central objectives of the plan 
must guide the deliberations and decisions of its administrators. 

One of the things they will be urged to do is to accept the 
application of every Tom, Dick and Harry who seeks such aid. 
In this connection it wil! have to be borne in mind that as with 
anything else in life there are tenants and there are tenants. A 
certain proportion of them, how large a percentage would be 
merely guesswork, can never be made into a permanent owning 
class of farmers. Lack of capacity, ignorance, and worst of all, 
the absence of ambition, decree that if they were given farms 
outright, in a very short time, they would revert to the govern- 
ment or someone else for unfulfilled obligations. It is not believed 
that such individuals will form a terribly large proportion of the 
potential beneficiaries. But, particularly in the beginning stages, 
and for that matter all along, careful scrutiny must be made of the 
applicant so that he constitutes a good risk for certain translation 
into the estate of stable ownership. In facing the problem rea- 
listically along these lines, the plan will work slowly, but steadily 
and securely toward the desired objectives. 

Also, there is much land in this country owned by individuals 
who would like to sell it to the government at fancy prices. Much 
of this land is good for farming, but much of it is unfit for that 
purpose. The framers of the Act undoubtedly have anticipated 
such pressure being brought to bear, and competent appraisal is 
provided for, as well as specific designation that the prices paid 
are to be based upon such appraisal and apply to lands of a fertility 
upon which the beneficiary can farm at levels enabling the main- 
tenance of a decent standard of living. These provisions must be 
rigidly adhered to, or the tenant struggling toward ownership 
will collapse under the load of an indebtedness out of proportion 
to what he has to show for it. 

There is danger that over and beyond the loan extended for the 
purchase of the land, too much idealism may be shown in addi- 
tional credit extended for equipment, building and repairs. These 
should be kept at minimum reasonable levels required by suc- 
cessful farming; for such idealistic developments as electricity, 
running water, modern sewerage, etc., as profoundly desirable as 
they are for all of the people, may so encumber the grantee that 
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they prove the “‘straw that breaks the camel’s back.’’ When the 
aspiring owner gets his normal debt burden adjusted, if he is the 
right sort, it will not prove, under the terms of the Act, so heavy 
that, year after year, in proper wisdom, he may secure these 
added things as the returns from his enterprise may justify the 
improved standard of living. 

A close relationship between the proposed Corporation and the 
agricultural extension work should exist from the very start. 
The county farm demonstration agents not only will prove in- 
valuable toward determining who are the worthy applicants, but 
they should be required to give the closest attention possible to 
the new owners, counseling with them freely as to their farm 
management plans at every step, certainly for the first few years 
until the individual has become well established in his new status. 

In the midst of so many new and extensive alphabetic experi- 
ments, many of them necessarily of an emergency nature, it would 
be tragic indeed if the ‘‘Farmers’ Home Act’’ were to be over- 
looked. It represents one of the very best of the long-time meas- 
ures which has come forward under the present administration, and 
it is not believed that it presents any serious questions as to its 
constitutionality. Fortunately, no claims have been made to the 
effect that it will create a rural Utopia in America, nor that it will 
ever entirely abolish the institution of tenancy. But it may 
very definitely be expected that as a result of putting its provisions 
into operation, the thoroughly serious tenancy problem will be 
mitigated, and that in accord with the American tradition, the 
way will ultimately be made clear for every worthy tenant farmer 
in this country to own his farm and home if he but show the 
necessary character and determination. 








THE STATUS OF THE CONSUMER DURING THE LIFE 
OF THE AGRICULTURAL ADJUSTMENT ACT 


CALVIN B. HOOVER 
Duke University 


I 


The Agricultural Adjustment Act was passed on May 12, 1933. 
It was declared unconstitutional by the Supreme Court on January 
6, 1936. No sooner was it declared unconstitutional than the 
Administration began to cast about desperately for some substitute 
measure which would permit the continuance of the benefits which 
farmers had received under the invalidated Act. The legal vehicle 
for the continuance of payments to farmers was found through the 
amendment of the Soil Conservation Act. The impressive ma- 
jority in Congress obtained for the amendment, which continued 
in essence the policies of the invalidated Agricultural Adjustment 
Act, demonstrates conclusively that farmers are convinced that 
they benefited from the operations of the Act and that they are 
determined that they shall not be deprived of the advantages which 
they believed they had obtained. On the other hand it is at least 
doubtful whether the majority of consumers in the country wished 
the policy of agricultural adjustment to be continued. The con- 
gressional majority for the substitute for the Agricultural Adjust- 
ment Act apparently offers evidence of the greater political power 
of producers as compared with consumers, even though the two 
classes overlap to such a large extent. This recent evidence of the 
determination and power of farmers to insure the permanence of 
agricultural adjustment policies raises more sharply than ever the 
question of the effect of such policies upon consumers. The first 
step in attempting to get at an answer to this question is, naturally, 
to examine the record. How did consumers fare during the life 
of the invalidated Act? 

An effort is made in the accompanying chart to show, in con- 
centrated form, the economic position of the consumer just before 
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the Act was invalidated, compared to what it was during the 
height of prosperity and during the depth of depression.1_ The 
value of the chart for any such purpose is limited, of course, by 
the fact that at the very best it shows the change in status of only 
one kind of consumer, namely the factory worker. He is, how- 
ever, with the exception of the low salaried white collar worker 
and possibly the Southern share cropper, the consumer upon whom 
any increase in food costs growing out of an attempt to raise farm 
prices would most heavily rest. 
The chart shows the following :? 


FACTORY EMPLOYMENT, PAYROLLS, EARNINGS 
PER WORKER, AND COST OF LIVING 
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1. With 1928 as 100, food prices declined to a low of 58.6 in 
April, 1933. Thus retail food prices declined much further during 
the depression than did the prices of other items in the cost of 
living, which at the low point of May, 1933, stood at 80.5. Since 
recovery began, however, they have increased much more rapidly 


1 In the interest of space conservation, however, the present article is limited to an analysis 
of the effect of the policies carried out under the Agricultural Adjustment Act on the national 
food supply, and no attempt is made to extend the analysis to deal with all consumption goods 
having their source in agriculture. 

2 The data on which the chart is based are from various indexes of the Bureau of Labor 
Statistics. 
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than have other living costs. Almost all the increase in the cost 
of living which has occurred during recovery has been due to 
increases in the price of food. Food prices, however, as the life 
of the Act was drawing to a close, were at about the same level 
with respect to other costs of living as they were in 1928. In 
October, 1935, food prices stood at about 80.7% of their 1928 level, 
while cost of living other than food stood at 83.2. 

2. Earnings per employed worker and food prices have moved 
together very closely from prosperity to the bottom of the de- 
pression and during the recovery we have had since. As I have 
said, this was not true of cost of living, other than food, which did 
not decline during depression as did food prices. The increase in 
wages per employed worker since the bottom of the depression 
has more than compensated for the increase in food prices, al- 
though the percentage increase of the two series was about the 
same until the recent spurt in business activity. This is shown by 
the fact that the employed worker's wages in the fall of 1935 were 
at a higher level with reference to all costs of living than they 
were at the bottom of the depression, and at about the same level 
relative to all living costs as they were during the period of pros- 
perity, if these data can be relied upon. It should be carefully 
noted, however, that changes in the volume of employment of 
workers in different categories may have distorted the average 
weekly earning series. If, for example, the wages of a greater 
number of unskilled workers were included in the averages at one 
time, while at a later time this proportion had decreased simply 
on account of greater relative unemployment of unskilled workers, 
then the average wage would rise although there had been no 
actual increase in wages whatever. 

3. Although prices of all food in the fall of 1935 were at about 
the same level with reference to earnings per worker as they were 
in 1928, this takes no cognizance of the fact that, at the later date, 
there was less to be had of certain foods, principally meat, than 
in 1928. The price of meat was not only higher in comparison to 
wages than it was in 1928, but consumers bought less of it. The 
worker during the past year has had his normal consumption of 
meat cut over twenty per cent. This is in some degree counter- 
balanced by the fact that fruits and vegetables were no higher in 
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price in the fall of 1935 than they were even at the pit of the 
depression. 

4. The economic status of the average consumer of the laboring 
class was, at the end of 1935, much worse than during the period 
of prosperity, because unemployment was still so great. 

The chart shows nothing of the cause of the movement of the 
various indexes. In particular, it does not answer the question as 
to what degree the Agricultural Adjustment Administration was 
responsible for the increase in food prices. 

It is, in fact, hopeless to try to determine with accuracy and 
certainty the degree to which ‘‘natural recovery processes,’’ our 
monetary policy, the NRA, the drought, and the Agricultural 
Adjustment Act contributed to the increase of food prices. All 
were causal factors, in some degree, at one time or another. It 
does appear clear that the increases in prices which took place 
after the summer of 1934 were due chiefly to the drought. That is 
to say, had there been no Agricultural Adjustment Administration, 
prices of food would no doubt have advanced about as much as 
they did since 1934. Had chere been no drought, however, food 
prices during this period would have been higher on account of the 
activities of the Agricultural Adjustment Administration. Lack 
of space prevents me from explaining this apparent paradox except 
to say that the drought did far more drastically what the AAA had 
attempted to do on a much smaller scale. It happened, largely 
fortuitously, that the effects of the drought and of AAA curtail- 
ment did not operate cumulatively on the food supply. 


Il 


So much for what happened during the period in which the 
Agricultural Adjustment Act was one of the major factors affecting 
our food supply. Against this background, what can be said as 
to the degree of conflict between the interests of the farmer and 
the consumer? 

It is obvious that the urban consumer would have been better 
off if the rise in industrial payrolls which occurred after the bottom 
of the depression in 1933 had not been accompanied by the rise in 
farm prices which caused the rise in food prices. This would be 
true, however, only if the rise in industrial payrolls would have 
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occurred without any effort to increase farm prices. On the con- 
trary, it is probable that the increase in agricultural prices was a 
factor in inducing increased industrial activity. This is not to say 
that the increased industrial activity could not have been induced 
by any other means, nor indeed to say that even greater industrial 
activity might not have been induced by other means. 

Whenever industry, labor or agriculture follows a policy of 
restriction of production, it is obvious that the consumer is injured 
thereby, if the goods which would have been produced would 
otherwise have been actually used for domestic corsumption or 
would have been exchanged for an amount equal in value of goods 
and services from abroad. It is important to make this last quali- 
fication, for during the pre-depression period agricultural com- 
modities were, in part at least, exchanged for bad paper instead of 
goods and services. The nation as a whole received no return 
whatever from such of our agricultural exports as were paid for in 
effect by bad paper. The farmer did indeed benefit for the time 
by the subsidy which the American investor in foreign bonds 
indirectly paid to him, but there was finally an end to the gulli- 
bility of the investor. 

The farmer had seen industry constantly striving for and obtain- 
ing the intervention of government in order to raise prices by means 
of the tariff. He had seen industry maintain prices during the 
depression by a tremendous reduction in output. He had seen 
labor bargain collectively for higher wages. All of these prac- 
tices were, in their immediate effect at least, opposed to the 
interests of consumers. Now the farmer demanded that govern- 
mental apparatus be created which would enable him also to cur- 
tail production in order to raise prices, since the devices used by 
industry and labor were not effective for him. The Agricultural 
Adjustment Act represented the acquiescence of the executive and 
legislative branches of the federal government in that demand and 
the amended Soil Conservation Act is further evidence of this 
acquiescence. 

The consumer is simply confronted by the fact that the farmer, 
grown desperate, has grimly determined to take whatever measures 
may be necessary to enable him to obtain the power which he sees 
industry exercising. The farmer is unimpressed by the fact that 





we 
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industry as a whole was no doubt injured rather than benefited by 
its policy of curtailment of production. The farmer has joined 
the ranks of those who attempt to raise prices by controlling 
supply, and if the consumer objects, the farmer naturally inquires 
why agriculture, unlike industry, must throw its maximum pro- 
duction on a free market. 

The attitude of the consumer towards this power to control 
production which the farmer now has will depend largely upon 
the restraint with which the power is exercised. It is impossible, 
of course, to disassociate price from quantity. More important 
than the price at which food can be bought, however, is the quan- 
tity which the consumer actually gets. If agricultural adjustment 
should be administered so as to reduce materially the per capita 
quantity of food made available for domestic consumption, then 
there can be no doubt that this would be so contrary to the in- 
terests of consumers that it would never be possible to reconcile 
them to the continuation of control of agricultural production 
by the government. To avoid reducing below normal the per 
capita amount available for domestic consumption, it would be 
necessary to limit curtailment strictly to that necessary to allow 
for the disappearance of foreign markets. Even so, the consumer 
would pay more for food than he otherwise would. Indeed, 
if consumer purchasing power returned to the pre-depression levels 
he would probably pay slightly more than pre-depression prices 
for food. The term ‘‘normal’’ requires, of course, definition. For 
my purposes, I would consider per capita consumption of food 
during the decade of the ’20’s as normal. 

It is obvious, however, that if the Agricultural Adjustment 
Administration limits the exercise of its powers under the new 
Act so that normal domestic consumption would be maintained, 
parity prices as defined in the old Act almost certainly could not 
be reached. It is obvious likewise that in the case of certain 
important commodities production could not be curtailed below 
the amount which was being produced before agricultural adjust- 
ment was undertaken. 

In the case of pork, for example, it would be necessary to produce 
annually as many hogs as we were producing on the average during 
the decade 1920-1929 in order to provide the same amount of pork 
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products per capita as were being consumed in that period, plus the 
greatly reduced amount necessary to provide for our foreign 
markets. In other words, the increase in our population since 
the decade of the ’20’s has now compensated for the falling off 
in the export demand for our pork. 

With respect to pork, then, a program of adjustment of produc- 
tion which would operate within the limits described would have 
to provide either as much pork, or at any rate as much of some 
other acceptable substitute such as beef or lamb, as consumers 
were accustomed to have before any control of production was 
instituted. This would mean, in turn, that limitation of the 
production of corn would be primarily confined to insuring that 
an acreage taken out of the production of other crops whose acreage 
was restricted, such as wheat or cotton, should not be allowed to 
increase the production of corn beyond that necessary for the 
desired production of hogs. The advantage to the farmer of such 
a limited degree of control would be that the market price under 
conditions that prevented larger quantities than the amounts 
normally consumed from being offered on the market would prob- 
ably be somewhat higher than if production were uncontrolled.* 

To reiterate: Even though the policy of industry in maintaining 
price by curtailing production can be offered by the farmer as 
justification for a policy of curtailment of production of farm 
products, the importance to the consumer of his food supply is so 
great that he cannot acquiesce in a policy of control which goes 
any further than curtailment to allow for falling off in foreign 
markets. If agricultural adjustment puts the consumer on less 
than his accustomed rations he may reasonably be expected to offer 
bitter and continuous resistance to its maintenance. 

The farmer, since the war, has been faced with the dual fact of 
the increased productivity per man hour in agriculture, and the 


5 After a strenuous effort by those wishing specific protection for the customary standard of 
living, a ‘‘consumer protection amendment”’ was inserted in the newly amended Soil Conserva- 
tion Act, which provided that no action should be taken under the Act which would have 
the effect of reducing quantities of foodstuffs and fibres used for clothing below the average per 
capita consumption of the decade of the twenties, after allowance for exports and trends in 
consumption. This ‘‘consumer protection amendment’’ was designed to accomplish what 
is advocated in the text of this article. Whether it will do so or not now depends upon the 
administration of the amended Act. 
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inexpansibility of the stomach of those classes in this country 
which can afford to buy all the food they wish, plus a tariff policy 
which cuts off his market abroad. Industry, on the other hand, 
has been able to increase its production and to sell the product, 
except during periods of depression, without lowering prices. If 
industrial prices were lowered sufficiently and if both production 
and employment in industry were sufficiently expanded, the farmer 
would need no control of production. Excess man power in 
agriculture could be absorbed in industry. Unless and until this 
happens the farmer will continue to demand government control 
of his production and the consumer can be expected to resist dog- 
gedly any effort to reduce the quantity of food which he has been 
accustomed to have. 

There is no use blinking the fact that this creates a situation 
where the farmer and the urban consumer are going to be con- 
stantly in opposition over the use which is to be made of any 
machinery for agricultural adjustment. The conflict of interest 
between industrialist and consumer is, of course, no less real. 
The power of the industrialist to limit production, however, is a 
power which the government merely permits the industrialist 
to exercise. For agricultural adjustment to be effective in raising 
farm prices, the direct intervention of government is necessary. 
This transfers the farmer-consumer struggle to the political arena. 

If control of agricultural production by the state continues, 
while each industrial enterprise is allowed to make its own de- 
cisions with respect to the expansion or limitation of production, 
then it is probable that the farmer and the consumer will fight and 
compromise and again fight over the price at which food is to be 
sold. If the interests of farmers and industrialists are to continue 
to be specifically represented in the governmental apparatus, then 
consumers must have comparable representation, if we are to have 
frank and determined, but orderly, opposition of interests instead 
of guerrilla warfare. 
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Severe business recessions in the United States have traditionally 
resulted in legislative attempts to correct the conditions and modify 
the assumed operative causes which contributed to disequilibrium 
Not infrequently these corrective measures have been in the field of 
currency and banking legislation. The gold standard legislation 
of 1900 resulted in part from the depression of the nineties, and to 
no inconsiderable degree the Federal Reserve Act of 1913 may be 
attributed to the panic of 1907 and the ensuing business recession. 
There is no occasion for wonder, therefore, that the recent deep 
depression should have produced a number of measures of re- 
form and recovery. Among these, the adoption of a scheme for 
the insurance of bank deposits assumes a position of commanding 
interest. After the banking moratorium of 1933 some form of 
deposit insurance was not only politically inevitable but financially 
expedient as a condition to the restoration of sanity and con- 
fidence. Whether a permanent plan of insurance was either eco- 
nomically desirable or politically necessary need not, for purposes 
of the present paper, be discussed. The compelling consideration 
is that Congress decided that the adoption of such a scheme was 
the part of wisdom. 

The Banking Act of 1933! provided for both a plan of temporary 
insurance and a scheme of permanent insurance, the temporary plan 
to expire on June 30, 1934. Such vigorous opposition developed 
to the permanent plan, however, that it never appeared feasible to 
inaugurate it and the temporary plan was twice extended until a 
revised permanent plan could be enacted and put into operation. 
This plan is embodied in Title I of the Banking Act of 1935? and 


1 Public No. 66, 73rd Congress. 
2 Public No. 305, 74th Congress. 
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was the outgrowth in large measure of the careful study of the 
problem made by the Federal Deposit Insurance Corporation in 
the light of its experience with the temporary plan and its survey 
of the losses to depositors in American banks since 1864. 

The original legislation of 1933, as amended by the Banking Act 
of 1935, provides for the creation of the Federal Deposit Insurance 
Corporation to be administered by a board of directors consisting 
of three persons, two to be appointed by the President, with the 
advice of the Senate, and the Comptroller of Currency as an ex 
officio member. The two directly appointive directors, one of 
whom to be designated as Chairman, are to serve for a term of 
six years at an annual salary of $10,000 payable from the funds of 
the Corporation. The term of the Comptroller is fixed at five 
years with a salary of $15,000. Not more than two of the directors 
shall be from the same political party, nor shall they hold during 
their term any office, position, employment, or stock in any in- 
sured bank. No similar relation with an insured bank can be 
established by any of the three for a period of two years thereafter 
except that the two appointive directors may form such a con- 
nection if they have served a full term.* 

The working funds of the Corporation are provided through a 
capital stock subscription by the Treasury of $150,000,000, and 
the Federal Reserve banks are required to subscribe to the stock of 
the Corporation by an amount equal to one-half of their surplus 
as of January 1, 1935, which was $139,299,556.99.4 Under the 
terms of the amended law, the stock in question is no-par, non- 
voting, and non-dividend receiving. The original Act provided 
for the issue of two classes of stock (par value $100); the Class A, 
common, to be subscribed by the insured banks to the amount of 
3 of 1% of their total deposit liabilities, and the Class B stock 
which was to be subscribed by the Federal Reserve banks. Class 
B stock was to be non-voting and non-dividend receiving, but the 
stock held by the insured banks and the Treasury was entitled 
to a dividend of 6% per year or 30% of the net current earnings, 


3 Section ror, subsections a and b. Unless otherwise designated, citations to sections and 
subsections refer to the Banking Act of 1935. 
* Section 101, subsection d; Annual Report of Federal Deposit Insurance Corporation, 1934, p. 8. 








22 JOHN B. WOOSLEY 


whichever was greater.5 Fortunately for the insurance scheme, 
the amended Act eliminates all dividend requirements which most 
assuredly would have proved a serious drain on the resources of 
the Corporation in view of the restrictions which were placed on 
the investment of its funds. Under the revised plan, insured banks 
are not required to make any contributions by way of stock sub- 
scription to the Corporation, but they are subject to a yearly 
assessement of 7's of 1% of their average total deposits, payable 
in two installments. No-par stock was employed to facilitate a 
ready shifting of values, upon need, as between the capital stock 
and surplus items.’ Since the stock is non-voting, the control of 
the Corporation is vested in the hands of the three directors who 
have power to employ and dismiss subordinates, determine their 
duties, and fix their salaries as well as prescribe rules and regula- 
tions necessary in the execution of the corporate powers. Subject 
to the legislative frame-work in which the directors function, the 
policies of the Corporation are thus significantly concentrated. 

In addition to the funds secured through stock subscriptions and 
the assessments on insured banks, the Corporation may issue, as 
needed, notes, debentures, bonds, or other such obligations subject 
to the limit that the total of such issues outstanding shall not 
exceed three times the amount received from stock subscriptions 
plus the assessment on insured banks for the year 1936.8 The 
precise amount of such obligations is not now determinate, but it 
will approximate $1,000,000,000. Of these obligations the Treas- 
ury is required to subscribe $250,000,000 and may be obliged to 
absorb another 3250,000,000 in the event the Reconstruction 
Finance Corporation fails to purchase the amount. 

The investment of these funds is legislatively limited to deposit 
balances with the Treasurer of the United States or any Federal 
Reserve bank, commitments in the obligations of the United 
States and securities guaranteed as to principal and interest by the 
United States. In addition, loans may be made by the Corpora- 
tion to closed national and state member banks; assets of closed 


5 Banking Act of 1933, Section 8, subsections c-i. 

6 Section 101, subsection h. 

7 Hearings before House Committee on H. R. $357, p. §7- 
8 Section 101, subsection o. 
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insured banks, including state non-member banks, may also be 
used as collateral for loans from the Corporation to receivers or 
liquidators of insured banks. The Corporation may also buy the 
assets of any insured bank closed on account of its inability to 
meet the demands of its depositors.» The obvious purpose of 
these restrictions is to conserve the funds of the Corporation so 
that they may be most effectively used in protecting the interests 
of depositors of failed banks. 


BANKS PARTICIPATING IN THE INSURANCE PLAN 


National member banks and state member banks are required to 
participate in the permanent insurance plan. Similarly the with- 
drawal by such a national bank from its insured status requires the 
surrender of its federal charter and a state member bank must 
withdraw from the Federal Reserve System if its insurance is 
terminated.1° State non-member banks and national non-member 
banks operating in the possessions of the United States may vol- 
untarily be insured if they meet the requirements of the Corpora- 
tion. Likewise, they may terminate their insured status by giving 
go days’ notice to the Corporation and due notice to their de- 
positors.1! Upon such termination the insured deposits, less sub- 
sequent withdrawals, will remain insured for a period of two years 
and the bank is required to continue its assessment payments 
during that interval. New and additional deposits in withdrawing 
banks are not, of course, insured. All insured banks must display 
on their premises notices of their status as insured institutions 
and must include a statement of this relationship in their advertise- 
ments relating to deposits. Banks which participated in the tem- 
porary plan of insurance came automatically into the permanent 
plan unless they withdrew of their own volition. Credit balances 
of banks in the temporary fund are to be applied to future assess- 
ments under the permanent plan. By action of the directors 


® Section 101, subsection n. 

10 The terms “‘national member’’ and “‘state member’’ banks refer to membership in the 
Federal Reserve System. Certain national banks in the insular possessions and territories 
are not members of the system as are also numerous state banks, hereafter referred to as state 
non-member banks. An “insured bank’’ refers to any bank participating in the insurance 
plan. Section 101, subsection c. 

11 Section 101, subsections ¢ and i. 
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$41,461,326.14 has been authorized as credit for insured banks as 
of June 30, 1935.12 The Fund for Mutuals, created by the amend- 
ments of June 16, 1934, was merged with the Temporary Federal 
Deposit Insurance Fund, but the directors were authorized at their 
discretion to reconstitute a sevarate Fund for Mutuals and from 
time to time fix a lower assessment rate as in their judgment was 
watranted on insured mutual savings banks. If such a fund is 
established, the permanent insurance fund shall cease to be liable 
for the losses in mutual savings banks, but the capital assets of 
the Corporation shall be so liable and the expenses of operation 
must be allocated equitably between the two funds.'* 


MEMBERSHIP IN THE FEDERAL RESERVE SYSTEM BY INSURED BANKS 


The original Act of 1933 provided that after July 1, 1936, only 
those banks which were members of the Federal Reserve System 
could continue their insured status.'* Compulsory membership 
in the Federal Reserve System constituted one of the most seriously 
questioned features of the scheme in the congressional hearings. 
It was urged that this provision unnecessarily centralized control 
over state banks, would eventually lead to the nationalization of 
all banks, and render our banking system less responsive to local 
needs thereby imperilling the unit banking principle. All that 
was required, contended the opponents of this clause, was that the 
state banks applying for an insured status should meet the qualifi- 
cations as to a sound condition. The character of the manage- 
ment, and not the charter or legal status of the bank, should deter- 
mine its relationship to the insurance fund, it was urged.'® 

The result was a major amelioration of this condition to par- 
ticipation in the insurance fund. State non-member banks may, 
under the terms of the Act of 1935, continue their insured status 
until July 1, 1942, without joining the Federal Reserve System. 
At that time those non-member institutions whose deposits for the 
calendar year 1941 do not average $1,000,000 may retain their in- 


12 Report of the Federal Deposit Insurance Corporation as of June 30, 1935. 

13 Section 101, subsection 1. 

14 Banking Act of 1933, section 8; the date was later changed to July 1, 1937. 

18 Hearings Before Senate Sub-Committee on S. 1715, 1935, Ppp. 239 ff; Hearings Before the House 
Committee on H. R. 5357, 1935, pp. 113 ff. 
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sured position without joining the Federal Reserve System, but 
all other state non-member banks must then become members or 
withdraw from the insurance fund, except that compulsory mem- 
bership shall not apply to stock savings banks, mutual savings 
banks, Morris Plan, or other industrial banks, and trust com- 
panies not engaged in a commercial banking business.'* By the 
terms of this provision, a large number of banks will be exempt 
from compulsory membership. On October 1, 1934, there 
were 6711 insured state non-member banks with deposits of 
$1,817,000,000 each with deposits of less than $1,000,000; there 
were also 1065 licensed but uninsured state banks of this class 
whose total deposits amounted to $218,000,000. In all, there- 
fore, there were 7776 state non-member banks with deposits of 
$2,035,000,000 which on that date would not have been required 
to become members of the Federal Reserve System in order to 
participate in the insurance plan.” 

The desirability of this amelioration is clearly open to question. 
Its effects on the soundness of the plan will be largely conditioned 
upon the vigor and intelligence displayed by the directors of the 
Corporation in the exercise of those controls, to be discussed 
later, which the Act gives to the Corporation over the policies 
and administration of state non-member banks. The powers of 
the Corporation over insured banks are not, however, commen- 
surate with the regulatory and supervisory powers of the Federal 
Reserve System over member banks. It is a source of regret that 
such leniency, though no doubt politically expedient, crept into 
the law. Nor is the further provision which permits the Board 
of Governors of the Federal Reserve System the discretionary 
power to waive the capital requirements of those state banks which 
will be compelled to join the system in 1942 without dangerous 
possibilities, even though the Board of Governors is authorized to 
exercise its judgment as to the adequacy of the capital of such 
banks.!® There is the further likelihood that those opposing 
compulsory membership will be able in the intervening years to 
summon enough support in Congress to postpone or further 

16 Section 101, subsection y. 


17 Annual Report of the Federal Deposit Insurance Corporation, 1934, pp. 184 ff. 
18 Section 202. 
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ameliorate the terms of participation in the insurance plan by 
state non-member institutions, especially so in view of the fact 
that there were 2,124 commercial state banks on June 30, 1934, 
with deposits of $502,329,000 whose capital was deficient for 
membership in the Federal Reserve System by the total amount of 
$55,583,000.! It may be suggested that the Federal Reserve 
System would not be strengthened by the admission of the in- 
stitutions in question until some of them had been given the time 
necessary to provide adequate capital and sufficient resources, but 
it may with equal logic be asked whether the Federal Deposit 
Insurance Corporation is any better prepared to assume greater 
risks than may reasonably be placed on the Federal Reserve System 
in view of the fact that the costs and benefits in both instances 
will be substantially shared by the same bauks. Indeed, it would 
appear that aside from the immediate capital deficiency and the 
right to charge exch age and similar items, the chief advantage 
in not joining the system would lie in the broader and more dubious 
powers which non-member institutions enjoy. Obviously, in the 
case of trust companies and other specialized banking institutions 
there are other controlling considerations. 


THE DEGREE OF INSURABILITY 


The Act of 1935 drastically changed the amount of the insured 
liabilities of the participating banks. The original plan called 
for the full insurance of all deposits not in excess of $10,000; de- 
posits in excess of $10,000 but not exceeding $50,000 were to be 
insured on a basis of 75%; while all deposits in excess of $50,000 
were to be covered up to 50%.?° Serious doubts as to the capacity 
of the banking system to absorb such a contingent liability were 
entertained from the beginning. These, coupled with the un- 
limited assessment feature of the old plan, led to a concerted 
demand by the banks for reduced coverage. Moreover, the ex- 
perience of the Corporation disclosed the fact that full insurance 
on the deposits of $5,000 and less would include 98.5% of the 
accounts and thus relieve most depositors from distress in the 
event of failure.*!_ As a result of these considerations the plan as 

19 Annual Report of the Federal Deposit Insurance Corporation, 1934, Pp. 220. 


20 The Banking Act of 1933, section 8, subsection 1. 
21 Annual Report of the Federal Deposit Insurance Corporation, 1936, pp. 34, 192. 
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amended provides full insurance on deposits of $5,000 or less with 
the exception that funds held in trust for a beneficiary are insured 
to the same amount irrespective of the individual deposits of the 
beneficiary.22, Nor is there any prohibition which would estop 
the depositor from splitting his funds in two or more banks with 
full coverage in each up to the above limit. 

As would be expected, the percentage of the insured deposits to 
the total deposits of different sized banks varies appreciably. 
Table I shows that as the size of the bank increases the percentage 

















TABLE I 
PercentaGE or Accounts AND Dzposits Insurep Ocroser 1, 1934* 
PERCENT. 
ee PERCENTAGE OF TOTAL DEPOSITS FULLY 
PR nl INSURED 
SIZE SURED 
All banks | All banks | National | State mem- —— 
banks 
Banks having deposits of: 
$100,000 and under................-] 99.7 91.7 92.9 92.5 91.6 
$100,000 tO $250,000. ...........655 99.6 86.9 87.3 87.2 86.8 
$250,000 to $500,000..............-] 99-4 83.1 82.7 83.2 83.4 
$500,000 to $750,000............---1 99.3 79.8 79-5 79.8 80.3 
$750,000 tO $1,000,000. ...........-] 99.3 77.6 77- 76.4 78.2 
$1,000,000 to $2,000,000...........-| 99.1 74.6 74.4 74-5 75-1 
$2,000,000 to $5,000,000...........-] 98.8 69.1 68.1 70.2 71.1 
$5,000,000 to $50,000,000..........-] 98.3 49.6 46.7 50.8 58.7 
8: ee 25-7 26.1 a3.2 63.4 
FP oof oienicn wanes tau ee 98.5 43-5 42.3 3.7 72.4 














* Source: Annual Report of the Federal Deposit Insurance Corporation, 1934, Pp. 192. 


of total deposits insured declines. Banks with deposits of 
$50,000,000 or more are insured as to only 25.7% of their total 
deposits, while banks with total deposits of $100,000 or less have 
91.7% of their deposits protected by the fund, the average for all 
banks being 43.5%. It is also significant that 42.5% of the de- 
posits of national banks, 32.7% of the deposits of state member 
banks, and 72.4% of the deposits of state non-member banks are 
fully insured under the $5,000 limit. Marked variations appear 
in the percentages of total deposits insured in the several states. 


22 Section 101, subsections h, par. 9, and 1, par.1. Deposits payable at foreign branches 
are not insured, and deposits payable in territorial branches may be insured. 
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While 84.1% of all the bank deposits in Vermont insured banks 
are covered, 78.7% of those in North Dakota and 73.6% of those 
in Maine, only 23.7% of the deposits of New York, 37.2% of the 
deposits in Illinois, and 38.8% of the deposits in Massachusetts 
are insured.?* 

Table II shows the percentage of accounts fully insured and the 
percentage of total deposits covered in the Southern states. In 














TABLE II 
PercentaGe or Accounts AND Deposits INsurED 1N THE SOUTHERN STATES* 
PERCENTAGE OF TOTAL DEPOSITS FULLY 
AGE OF AC- INSURED 
STATE COUNTS 
"SURED : State State non- 
All banks og — —- 

ETT TT 59-7 55-0 61.3 85.5 
eee Sree a 63.5 57-7 62.1 77-0 
___, a reerersrcrr s i 50.8 46.4 62.6 68.2 
0 Ser ores ok 50.6 44.0 50.3 82.6 
errr. c 63.9 57-2 59-1 76.3 
Teer te 45-9 40.1 35-5 70.0 
ea err a 45.8 39.4 36.0 72.5 
a Terry: ae 65 .6 59-5 79-7 69.2 
Peosts Caralina............ccccecvso] 99-0 51.1 63.2 32.1 62.6 
ee i 47.6 46.2 75-6 
South Carolina. ............-...+++5-] 99-0 58.2 51.5 69.3 63.5 
Serer oS 53-5 46.6 53-6 77-4 
SC eeer rere errr Gy 48.5 45-3 58.5 76.6 
0 See errr crc ae f 61.9 60.5 47-3 78.8 
eer cer 65.7 64.4 59-6 76.0 

















* Source: Annual Report of the Federal Deposit Insurance Corporation, 1934, Table 110. 


both instances the ratios are higher for each of these states than for 
the national averages. It is to be expected that in rural areas 
there would be a smaller number of large accounts and hence more 
complete coverage than in financial and industrial sections. Dis- 
criminations are, of course, inherent in any insurance scheme unless 
all deposits are fully insured irrespective of amount. 


ASSESSMENTS UNDER THE PLAN 


Attention has already been called to the objections urged by the 
banks against the unlimited assessments which might have been 


23 Annual Report of the Federal Deposit Insurance Corporation, 1934, Pp. 192-193. 
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imposed on the insured banks under the original plan of 1933. 
The banks asserted truthfully that in effect the plan. required 
them to give a blank check to the Federal Deposit Insurance 
Corporation. Moreover, the basis of assessment was on total 
deposits and not insured accounts. While the amendments of 
1935 did place a definite limit of 7 of one per cent per year on the 
insured banks, it retained the base of total deposits instead of the 
possible use of insured deposits. The inevitable effect was severe 
discriminations. Banks in large metropolitan areas are called upon 
to bear a disproportionate burden. Insured banks in the State of 
of New York are assessed on their total deposits of $10,161,974,000 
with only 23.7% of them insured as against Vermont with 84.1% 
of its deposits insured. The banks of New York, California, and 
Pennsylvania will contribute approximately 47% of the total 
assessments paid to the Corporation but only 33% of their deposits 
wil] be covered.*4 The depositors of small banks are in part pro- 
tected by the assessments on large banks; the banks in central 
reserve and reserve cities in effect partially subsidize the insurance 
of the depositors in country banks. 

The explanation for this discriminatory arrangement must run 
more definitely in terms of political necessity and financial ex- 
pediency than in economic validity. To have imposed a rate of 
assessment on insured deposits alone, commensurate with the 
needs of the Corporation, would have required a much heavier 
assessment than it was thought the small banks could stand,”* 
especially those small institutions with a large percentage of 
insured deposits. Moreover, the geographical distribution of 
bank deposits does not in any exact manner correlate with the 
distribution of population and representation in the House of 
Representatives, to say nothing of the representation in the Senate. 
New York, Pennsylvania, and California can command only 90 
votes in the House and six votes in the Senate, disregarding for the 
moment all partisan lines which no legislative body ever com- 
pletely ignores. It is of course not to be assumed that the dis- 
criminatory aspect of the insurance scheme is unique in legislation; 
traditional tariff policies in the United States, to mention only 


°4 Ibid. Computed from Table 109. 
25 Hearings Before Senate Sub-Committee on S. 1715, 1935, P- 29- 
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one instance, have been similarly loaded with regional and class 
injustices. No doubt, too, the large banks probably felt that an 
assessment of this amount on their total deposits was not an 
exorbitant price to pay for the elimination of the unlimited assess- 
ment feature of the original plan. 

There were repeated expressions during the hearings before both 
the House and Senate committees that the assessments on the 
insured banks should be suspended when the resources of the 
Corporation reached a safe and desirable limit, but the Act made 
no provisions for such suspensions.2* Suspended assessments, 
obviously, could not be divorced from the assessment rate and 
there is considerable evidence, as will be suggested later, that 
points persuasively to the view that the present rate of ys of 1% 
instead of being excessive may in fact prove deficient. Under such 
possibilities, Congress no doubt acted wisely in failing to provide 
for automatic suspension of the annual payments. 


PROCEDURE IN CASE OF FAILED BANKS 


When an insured national bank is closed by virtue of its inability 
to meet the demands of its depositors, the Comptroller is directed 
to appoint the Federal Deposit Insurance Corporation as receiver 
for the bank. The insured claims of the depositors are subrogated 
to the Corporation. In case of the failure of a state bank the 
Corporation is authorized to accept the powers, rights, and 
privileges of receiver if tendered by the proper state supervisory 
banking authority and if so authorized by state law.?”_ The Cor- 
poration shall then make available, as soon as possible, to each 
depositor a transferred deposit of the insured amount of his deposit 
in a new bank in the community or in another insured bank, but in 
the case of state banks, only after the right of the Corporation to 
be subrogated to the rights of the depositor on the same basis as 
national banks has been recognized or some other effective assign- 
ment of claims has been made by proper state authority. The 
directors may in their discretion make the insured deposits avail- 

26 Hearings Before Senate Sub-Committee on S. 1715, 1935, pp. 191, 238, 244, 963. 

27 Section 101, subsection 1, pars. 2-12 and subsection m. After three months notice to 
the depositor that insured deposits are available, the depositor then has 18 months in which 


to withdraw them. After that date such funds cease to be protected by insurance unless 
assumed by another insured bank. 
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able to depositors in a manner other than the above presumably 
in those cases where the convenience of the depositors may be 
better served by a different arrangement. In all circumstances 
the Corporation must be satisfied as to the validity of the respective 
claims of the depositors before the funds are made available. 
There should be little delay under these arrangements in providing 
depositors with cash for their usual needs and the freezing of pur- 
chasing power in communities experiencing bank failures should 
cease to characterize future bank suspensions. To date the Cor- 
poration has been able to release insured deposits of failed in- 
stitutions within seven days, on the average, after the appoint- 
ment of the receiver.?® 

With the appointment of the Corporation as receiver, the direc- 
tors may then proceed to organize a new national bank without 
capital stock which will assume the insured deposits and otherwise 
perform temporarily the functions of a bank operating under 
limited powers, the manager of which will be appointed by the 
Corporation. Under the Act of 1933, the organization of a new 
bank was mandatory; the revised law makes such action dis- 
cretionary, thus expediting the task of making funds available to 
depositors and eliminating the necessity of forming new institu- 
tions where clearly none are needed. As receiver for closed banks, 
the Corporation may then arrange for the opening on a permanent 
basis of a new unrestricted national bank with the appropriate 
capital requirements, or merge the failed institution with aaother 
solvent insured bank, or may liquidate it. 

There was considerable discussion at the hearings as to the proper 
receiving authority for failed banks. The Comptroller of the 
Currency, Mr. O'Connor, contended that his staff should be en- 
trusted with the work of receivership in case of national banks as 
his organization had a staff experienced in such work with some 
1530 active receiverships now in process, that 60% of the deposits 
of national banks was not insured, and hence the stake of his 
office in failed institutions was greater than that of the Federal 
Deposit Insurance Corporation, and that it would be wasteful to 
duplicate liquidating organizations.2® The Chairman of the 


28 Annual Report of the Federal Deposit Insurance Corporation, 1934, p. 26. 
29 Hearings Before Senate Sub-Committee on S. 1715, 1935, Pp- 105 ff. 
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Federal Deposit Insurance Corporation, Mr. Crowley, with equal 
vigor, urged that his Corporation be authorized to continue to 
act as receiver on the ground that under the $5,000 insurance limit 
70% of the deposits of 94% of the banks was covered, and hence 
in nine cases out of ten the Corporation would be the largest 
single creditor. Moreover, he contended that if the receivership 
of national banks were vested in the Comptroller, state authorities 
would not employ the Corporation as receiver for state institutions 
and, as a result, there would be protracted and expensive pro- 
ceedings in which the Corporation could do little more than stand 
by as an interested creditor without being able actively to par- 
ticipate in the process. It was further urged that the Federal 
Deposit Insurance Corporation in any event had to do much of 
the preliminary work in receiverships in preparing a complete 
list of deposits and depositors and verifying the amount and 
number of insured deposits in order to determine the liability of 
the Corporation.*® In the interest of uniformity, simplicity, and 
economy of proceedings, Congress rightfully placed this task in 
the hands of the Federal Deposit Insurance Corporation. 


CONTROL BY THE CORPORATION OVER INSURED BANKS 


There are no more significant provisions in the law than those 
which relate to the set of controls which the Corporation is given 
over insured banks, especially those applying to non-member state 
institutions. The successful administration of the plan is essen- 
tially conditioned on the degree of restraint exercised by the bank- 
ing community and enforced on any recalcitrant members by the 
directors of the fund. Ideally, an insurance scheme must not 
serve primarily as a salvage organization for wrecked banks, but 
as a guiding, supervising, and controlling agency in the banking 
community. It is not merely designed to supplement the work of 
bankruptcy courts. The degree of permanent value in the plan 
will be measured not alone by the facility with which funds are 
made available to depositors of closed banks, but by the success 
which attends its efforts to promote continuously sound banking 
by insured banks. 

To facilitate the work of the Corporation in this its major réle 


3° [bid., pp. 186 ff. 
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Congress has granted it the following significant powers. It has 
the power to appoint examiners who may examine non-member 
insured state banks whenever in the judgment of the directors such 
an examination is necessary.*! With the written consent of the 
Comptroller it may examine national banks and likewise state 
member banks with the consent of the Board of Governors of the 
Federal Reserve System. If written recommendations, based on 
these examinations, are not complied with within 120 days by the 
insured bank, the Corporation may file a go-day notice of its in- 
tention to publish such portions of the recommendation as the 
bank has not observed. The Corporation also has access to the 
reports of examinations of national and state member banks con- 
ducted, respectively, by the Comptroller and the Federal Reserve 
banks, and it may accept similar reports from the proper state 
authority with respect to state non-member banks. The Chair- 
man of the Federal Deposit Insurance Corporation very properly 
insisted on the grant of these powers. Similarly, the Corporation 
has the right to examine banks applying for an insured status. 
Before admitting such applicants it must take into consideration 
‘the financial history and condition of the bank, the adequacy of 
its capital structure, its future earnings prospects, the general 
character of its management, the convenience and needs of the 
community to be served by the bank, and whether or not its cor- 
porate powers are consistent with the purposes of this section.’’* 
In all cases the capital of the bank must not be impaired, a require- 
ment not enforced on participants in the temporary fund. Herein 
lies a discretionary power of no mean significance. When com- 
bined with similar discretionary powers of the Comptroller with 
respect to the creation of new national banks, the prerogatives 
of the Federal Deposit Insurance Corporation provide the possibility 
for a federally regulated rate of birth control for banking institu- 
tions which may well prevent a repetition of the unwise banking 
multiplication of the first two decades of the present century. 

In addition, each insured state non-member bank must make 
reports of condition to the Corporation at such times and in such 
form as the directors may direct. Currently, one report of earnings 


31 Section 101, subsection k, pars. 2-4. 
82 Section 101, subsection g. 
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and two of condition are required per year.** They may require 
the publication of these reports under pain of a penalty of $100 per 
day.** Supplementing the powers of the Board of Governors 
with respect to national and state member banks, the directors of 
the Corporation are required to define demand deposits and pro- 
hibit insured non-member banks from paying interest on same; 
likewise the Corporation is obligated to prescribe from time to 
time the interest rates which such banks may pay on time and 
savings accounts subject to existing contractual rights.** Pay- 
ment of any deposit liability before maturity by a state non- 
member bank is prohibited except under rules and regulations 
prescribed by the Corporation. Unfair competitive methods in 
attracting deposits cannot thus be invoked by non-member banks 
as against member institutions. 

In further protecting the insurance plan no insured state non- 
member bank may establish new branches without the prior 
written consent of the Corporation, nor may it change the location 
of existing branches without approval. No insured bank, whether 
national or state, shall consolidate or merge with any uninsured 
bank or assume any liability to pay deposits in any uninsured bank 
without the consent of the Corporation. State non-member in- 
suted banks are prohibited from reducing either their preferred 
or common stock or retiring their capital notes or debentures with- 
out priot approval of the Corporation. All of these provisions 
designed either to limit the assumption of unprotected liabilities 
by insured banks or to prevent the reduction in capital funds add 
desirable safeguards. Insured banks may also be required to pro- 
vide protection and indemnity against burglary, defalcation, and 
other similar insurable losses, a provision which was inserted in 
the Act as the result of the limited experience which the Corpora- 
tion has already had in the failure of insured banks. 

Finally, the directors have the power to terminate the insured 
status of a bank. Whenever they shall find that an insured bank 
or its directors or trustees have ‘“‘continued unsafe or unsound 
practices. ..or have knowingly or negligently permitted any 

33 Report of the Federal Deposit Insurance Corporation as of June 30, 1935. 


34 Section 101, subsection k, par. 3. 
35 Section 101, subsection v, par. 8. 
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of its officers or agents to violate any provision of any law or 
regulation,’ a statement of such practices must be given to the 
Comptroller, the Federal Reserve Bank, or the proper state au- 
thority in the case of national, state member, and state non-member 
banks, respectively.** Unless corrections are made within 120 
days, the directors of the Corporation shall, if they decide to pro- 
ceed further, give notice of their intention to terminate the in- 
surance in 30 days, and fix a date fora hearing. If after the hearing 
written findings confirm the violation specified in the notice, the 
date for the termination of the insurance may be fixed. Publica- 
tion by the Corporation of the termination is discretionary but the 
disciplined bank must give due notice to the depositors. Termina- 
tion of the insured status of a national bank is followed by the 
appointment of a receiver by the Comptroller and, in the case of a 
state member bank, the forfeiture of membership. The efficacy 
of this prerogative will rest largely on the value which the public 
attaches to the insurance scheme, and on the interpretation and 
application of the tests of unsafe and unsound practices by the 
Corporation. A wise and vigorous administration of this provi- 
sion will make a pronounced contribution to banking solvency. 
Under inept and spineless management it may be but a dead letter. 

When the set of controls vested in the Corporation are viewed 
collectively, the degree of potential centralization in American 
banking becomes more apparent. While the Corporation lacks 
many of the specific powers over the operations of insured banks 
which the Federal Reserve System may exercise as to member 
banks, it, nevertheless, possesses instruments capable of effective 
employment under a liberal interpretation of the terms “‘unsafe 
and unsound practice.’’ Could not such phraseology be inter- 
preted, for example, to circumscribe recalcitrant banks in a policy 
of excessive loans on real estate collateral despite the fact that the 
bank in question was clearly within its legal limits as to such 
paper? Might not unduly large loans to a few persons on dubious 
bankable paper be a violation of the standards even though no 
technical legal infringements were involved? Though lacking the 
power to remove officers of the bank, as the Federal Reserve Sys- 


86 Section 101, subsection i. 
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tem may; while having no specific limits applicable to real estate 
loans, loans to one party, loans on exchange collateral, loans to 
officers and directors, and loans to subsidiaries, the Corporation, 
nevertheless, can legally exercise a very positive influence in 
promoting sound banking. It should be remembered that its 
financial stake in the insured banks is of such commanding im- 
portance that self-interest alone should be a continuing spur in 
that direction. 


THE VALIDITY OF THE PLAN 


Beyond doubt the revised scheme possesses merits not found in 
the original proposal of 1933. The liabilities assumed have been 
substantially reduced; safeguards have been appropriately added 
at crucial points; undesirable dividend receiving stock has been 
replaced by stock with no claim on earnings; control over the 
admission of new banks is vested in the directors. But not all 
changes were for the better. Compulsory membership in the 
Federal Reserve System for insured banks has been drastically 
modified and the assessment on the insured banks is of questionable 
adequacy. According to the computations of the Federal Deposit 
Insurance Corporation the plan as adopted would have experi- 
enced a current deficit in seven of the thirteen years, 1921-1933, 
had it then been in operation. By 1931 there would have been a 
capital deficit of $418,314,428 which would have increased to 
$457,786,977 in 1932, and declined to $317,187,996 in 1933.37 
The Corporation would have been compelled to issue its debentures 
to provide funds for distressed depositors. These years witnessed 
phenomenal losses which may not be repeated. But the average 
annual loss for the years 1864-193 4 to depositors from bank failures 
suggests the need for a higher rate. (See Table III.) Insurance 
principles dictate not an under-estimation of losses based on past 
experience, but an over-estimation if a proper zone of tolerance is 
established. It may be a source of future regret to the taxpayers 
that the Senate did not retain the assessment of } of 1% as passed 
by the House. Since the insurance covers 43.5% of the total 
deposits, it is apparent that the rate of the assessment is not com- 
mensurate by a substantial margin with past losses. Theo- 


37 Hearings Before the Senate Sub-Committee on S. 1715, 1935, pp. 127-128. 
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retically, Congress can at any time change the rate should it prove 
either inadequate or excessive; actually, however, it will doubtless 
take a substantial emergency to raise it. Government subscrip- 
tions of debentures would seem to be a somewhat easier method of 
meeting deficits. The chief reasons advanced for the present assess- 
ment were the inability of the banks to pay higher rates, current 
profits being what they were, plus the fact that a large number of 
insured banks still have a substantial amount of paper yet to be 
written off. Unquestionably, too, there was a behind-the-scene 
reliance on the resources of the federal treasury should a severe 
emergency arise.** Indeed, it was frankly admitted that without 
a governmental guarantee of the debentures, their absorption 


TABLE III 
Estmmates AveraGe ANNuat Losszs to Dzposrrors* 





LOSS PER $100 OF DEPOSITS 





si Remaining 56 
1864-1934 14 Crisis Years Vests 





Fisk oc as esses cc saloeneeresened $0.324 $1. 431 $0.083 
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* Source: Annual Report of the Federal Deposit Insurance Corporation, 1934, P- 91- 


would necessarily be limited to the Treasury in view of the limited 
assessment on insured banks.*® 

Conjecture as to the success of the plan is most hazardous. 
Imponderable elements dominate the whole issue. The factors of 
controlling moment can, however, be identified and some of them 
may be tentatively appraised. They may be conveniently classified 
as involving (1) the present condition of insured banks, (2) the 
premium which the depositing public may place on the insured 
status of a bank, (3) the character, capacity, and intelligent 
courage of the directors in the exercise of their area of effective 
control over insured institutions, and (4) future economic trends. 

With respect to the first consideration, some data are available. 
Popular opinion perhaps fortunately leans to the view that the 


88 Hearings Before the Senate Sub-Committee on S. 1715, 1935, pp. 28-31. 
3° Hearings Before the House Committee on H. R. 5357, 1935, pp- 70 ff. 
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prior devastating flood of bank failures purified the banking system 
and left only strong institutions which were admitted to an insured 
status after due examination, thereby giving the experiment a 
strong initial start. This view is substantially correct, but the 
inevitable confusion which accompanied the appalling haste in 
licensing and insuring banks after the moratorium could not but 
result in numerous individual mistakes even though the best 
available judgment was exercised. The banking system of a 
country with its myriad interests could not possibly be soundly 
appraised under the conditions which then existed despite the 
heroic efforts expended in the task. Evidence of this is noted in 
the fact that of the 7456 state non-member commercial banks 
approved for insurance on January 1, 1934, 10% were without any 
capital funds, 13.9% had a capital impairment of over 50%, 27.8% 
had a capital impairment of not more than 50%; while only 48.3% 
had no capital impairment.*° As many as tooo national banks 
were reputedly licensed and subsequently admitted to the in- 
surance plan which were of dubious status.*! Substantial im- 
provement in these institutions had already been achieved. While 
60% of the deposits of all insured state non-member commercial 
banks were in institutions with net sound capital of less than 10% 
of their deposits when admitted to the temporary plan, the ex- 
amination of these institutions in late 1934 and early 1935 reveals 
only 26% of these deposits in this category.* 

Their condition at that time is more fully shown in Table IV 
below. Comparable data for national banks are not available 
except for the item loans and discounts which shows 2.9% worth- 
less, 4.2% doubtful, 27% slow, and 65.9% not criticized in 1934.* 
Apparently, national banks were as a class in somewhat stronger 
condition than state non-member banks. Unavoidable as seem- 
ingly the adopted solution was, the price for the speed with which 
these changes were executed must be paid. Sporadic failures of 
insured banks in the future should not, therefore, occasion serious 


40 Annual Report of the Federal Deposit Insurance Corporation, 1934, p. 16. 

‘| Hearings Before the Senate Sub-Committee on S. 1715, 1935, P- 54: 

2 Annual Report of the Federal Deposit Insurance Corporation, 1934, Pp. §1- 

48 [bid., p. 45. It should also be noted that double liability on national bank shares will, 
upon due notice, cease July 1, 1937. Several states have already removed such liability as to 
state bank shares. 
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alarm either as to the fundamental soundness of the banking 
system or as to the validity of the insurance plan. It has been 
the part of wisdom, as the Federal Deposit Insurance Corporation 
has clearly recognized, frankly to face the situation and apply 
correctives in the rebuilding of the depleted capital structure of 
insured banks. Meanwhile, the banks gather strength, partly by 
charging off losses and partly by the recovery of fundamental 
values. During 1934, insured banks wrote off $1,080,000,000 of 
assets divided approximately equally between charges against 
current earnings and new capital funds.‘* Unquestionably, the 
recovery in business since the publication of the last available data 
on the condition of insured banks has narrowed still further the 
gap between the book and market values of bank assets. Yet it 
should be remembered that these processes have not, in all likeli- 








TABLE IV 
ConpiTion or 7682 Insurep Non-Member Strate Banks, 1934-35* 
WORTHLESS | DOUBTFUL SLOW OTHER 
WE MN eos Sotacicieissienncleniere 6% 0.7 of 1% 17.9% 75-47% 
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* Source: Annual Report of Federal Deposit Insurance Corporation, 1934, pp. 212-14. 


hood, been uniform as among banks, as Tables V and VI would 
suggest. There are doubtless a number of insured banks which 
will still find profitable operation extremely difficult and will 
require considerable time completely to absorb book losses. 
Small banks, a large number of which are insured (Table VID, 
are constantly faced with a difficult earnings position. While 
these banks have larger gross profits per dollar of deposits and 
loans than larger banks, the greater relative expense leaves less 
net income. The communities and customers served by these 
institutions have not only paid more for their credit facilities, but 
they have also suffered more severely in the past from bank fail- 
ures.4® This fact raises serious doubts as to the economic de- 


4 Ibid., p. 55. 
45C. D. Bremer, American Bank Failures, Chap. 3. 
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sirability of some of these institutions. The customary defense 
for their continuance is that they handle a type of business which 


TABLE V 
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Gross |Current} Net |[Recover-| and Net 
earnings] expenses] earnings] ies, etc. | depreci-| profits 
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Banks with deposits of: 

$100,000 or less... ......-......+++ ++. | $7-48 [$6.43 | $1.05 | $.80 [$5.42 |$3.57* 
$100,000 to $250,000...............+.-1 §-93 | 4.85 | 1.08 73 4-14 | 2.33* 
$250,000 to $500,000... .........++---] §-§1 | 4.46 | 1.05 -70 3-65 | 1.90* 
$500,000 to $750,000... .............-] §.30 | 4.20 | 1.10 61 3.18 | 1.47* 
$750,000 to $1,000,000...........++++-| §-17 | 4.13 | 1.04 68 | 4.37 | 2.65* 
$1,000,000 to $2,000,000. .............1 5-44 | 4.30 | 1.14 .68 4.20 | 2.38* 
$2,000,000 to $5,000,000...........-.-1 §.34 | 4.17 | 1.17 -74 | 4.31 | 2.40* 
$5,000,000 to $50,000,000.............] §.04 | 3.94 | 1.10 80 | 4.21 | 2.31% 
VEE F9OG00,000....0... 5. ..sdccccscccec) Fae | Egy | e285 71 2.00 20” 
rere Pe .72 | 2.96 | 1.08* 





t Source: Arranged from Annual Report of the Federal Deposit Insurance Corporation, 1934, 


Table 127, p. 234. 
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TABLE VI 
AveraGE Earnincs or Nationat Banxs, 1926-1930} 
SIZE OF BANK vex $100 Loans | wet ports | PERCENTAGE 
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$5,000,000 tO $10,000,000... .......-.e00es 6.37 1.14 6.8 
$10,000,000 tO $50,000,000.............055 6.39 1.21 5-3 
CNET FIO MOG BOD. 000555 cscsioeesvcosecvces 6.09 1.37 2.5 
t Source: Arranged from Tables 16 and 20 in Willis and Chapman, The Banking Situation. 


the larger banks will not finance, but such a contention does not 


completely justify their permanent subsidization through an 
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insurance plan with assessments based on total deposits rather 
than on insured accounts. In effect, it forces larger banks par- 
tially to underwrite the losses from a type of banking business 
which they consider undesirable. 

The premium which the depositing public will place on the 
insured status of a bank is yet to be determined. There were on 
February 1, 1935, 1066 uninsured commercial state banks with total 
deposits of $472,397,000.4* It is significant that 511 of these banks 
are located in eight states which had previously experimented 
unsuccessfully with state guaranty funds, though the distribution 











TABLE VII 
Licensep Banxs sy Sizz, Ocrossr 1, 1934} 
BANKS WITH DEPOSITS OF: TOTAL INSURED UNINSURED 
G5G0,005 GAM UGE... sc ccces icccceene 1,942 1,516 426 
$100,000 TB GRSOG00.. ...... 0 ec scccceceees 3,948 3,593 355 
$2.50/000 00 $560,000... 6.05 seen se scsesen 3,296 3,120 176 
$500,060 20 FIFO 000.. . 00 5005s cece cewes 1,549 1,480 69 
$7§0,000 00 $000,000... «020 Fee cececse 985 946 39 
$1,000,000 tO $2.,000,000.........eeeeeeees 1,736 1,643 93 
$2,000,000 tO $5,000,000.......-. ee ceseees 1,215 1,076 139 
$5,000,000 tO $50,000,000......... 2. eee eee gz 654 267 
NST FAO BIO BIG: 6.0 5.oio'0's 5.05.55 sicewe especie 133 100 33 
Ws ois cca dacine oy de ance seen aenen 15,725 14,128 1,597* 














t Source: The Annual Report of the Federal Deposit Insurance Corporation, 1934, p. 184. 
* 1,068 of this number are licensed commercial banks. 


is not even as among these states. Kansas is most dubious of the 
scheme as 312 of the 537 state non-member banks were not insured 
on December 31, 1934, while every such bank in South Dakota is 
insured and there were only 1o in Mississippi, 10 in Washington, 
and 17 in Oklahoma that did not participate in the temporary 
fund.‘7 Reasons advanced for the failure to participate are: 
objections to the theory of deposit insurance, the expense attached 
to participation, inability to qualify, condition so sound as to 
make insurance unnecessary, and the fact that in a considerable 
number of instances the character of the operations of the bank 


46 Annual Report of the Federal Deposit Insurance Corporation, 1934, p. 63. 
47 Ibid., p. 180. 
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make insurance inappropriate.*® It should also be noted that 192 
banks withdrew from the temporary fund on July 1, 1934.49 While 
93% of the banks are insured, there is still a group which finds 
Participation either unnecessary or inaccessible. As the memory 
of recent losses fades from the mind of depositors and the par- 
ticipating banks either tire of the expense involved or grow restive 
of the control which the Federal Deposit Insurance Corporation 
may exercise over their operations the group of uninsured banks 
may be enlarged. A complacent public will facilitate such a tend- 
ency, while a wholesome concern on the part of depositors would 
strengthen the arm of the Corporation in the effective execution 
of its policies. These considerations were not without their 
influence in the determination of the assessment rate. 

As to the quality of the management which may be expected in 
the Corporation all that can be said is that it has so far exhibited 
intelligence, courage, and capacity. Subject to all the vicissitudes 
of public service in a country which still has much to learn of real 
civil service requirements,5° it may nonetheless be expected to 
exercise a supervisory influence over insured banks, partly by virtue 
of its predominating self-interest, which could not reasonably 
be achieved in the administration of all of the forty-eight state 
supervisory authorities. Examinations by state authorities have, 
occasionally at least, been too infrequent and correctives have been 
too mildly applied. The Federal Deposit Insurance Corporation 
may be expected to support in this and other particulars those 
state banking authorities who upon occasion may find local pressure 
too strong to withstand in the absence of outside aid. The fact 
that the losses to depositors of failed national banks during the 
seventy years, 1864-1934, were approximately half of the losses 
suffered by depositors in state banks suggest persuasively the 
superiority of federal supervision. At least a degree of objectivity 
and uniformity of supervision should result from the experiment 
within the area of the effective control of the Corporation, which 
area will be more largely determined by the importance which the 


48 Ibid., p. 63. 
49 Ibid., p. 10. 
50 Employees of the Federal Deposit Insurance Corporation do not have civil service status. 
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public attaches to the insurance scheme than by the specific grants 
of legal authority. 

Most indeterminate of all are future economic trends. It can 
only be asserted that the causes of and remedies for cyclical fluctua- 
tions are not now sufficiently known and generally accepted to 
hope for their elimination, at least in the near future. Deeply 
imbedded, as they are, in the fabric of the institutional pattern, 
more fundamental changes will have to be effected in the economy 
than now appear politically feasible before substantial progress in 
economic stabilization can be made. Nor should immediate 
political and economic difficulties be minimized. Should the 
trend towards national self-sufficiency and autarchy continue, an 
internal economic readjustment of major proportions will have to 
be carried through which will be both painful and expensive. 
Banks in those regions, as in some sections of the South, where the 
changes will be most revolutionary will continue to face difficulties 
in their efforts towards solvency and liquidity. Unless govern- 
ment aid to these sections is continued during the period of pro- 
longed readjustment, serious financial difficulties may be cn- 
countered. 

If, on the other hand, the future is charted in the direction of 
pre-war economic internationalism, innumerable trade and cur- 
rency obstacles must be overcome. Attitudes, philosophies, and 
systems which at the moment appear dominant will have to be 
radically changed. But the recuperative possibilities of the econ- 
omy should not be under-valued. While it may be wished that 
thorough-going changes in the banking system itself had been 
made before the experiment of deposit insurance was attempted, it 
is nevertheless patent that losses to depositors from bank sus- 
pensions, commensurate with those of the past, should they even- 
tuate in the future ought not to be fully borne by the depositors. 
Nor should cyclical depressions be deepened by a similar freezing 
of purchasing power. Whether deposit insurance on a national 
scale penalizes good banking and places a premium on irresponsible 
bank management, as its opponents contend, cannot now be deter- 
mined. What is clear, however, is that the economic system can 
ill afford a repetition of the unrestricted bank expansion and its 
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complement of bank failures which this century has witnessed. 
The insurance plan, as adopted, may make a positive contribution 
to the prevention of such a recurrence. If it proves costly to the 
insured banks, it may accentuate the pressure within the banking 
fraternity against those banks and bankers whose practices are 
acknowledged to be unsound. Conceivable, also, is a reformation 
within the banking system which in its consequences may prove 
quite as effective in protecting depositors as the resources of the 
Federal Deposit Insurance Corporation. The least that may be 
said in its defense is that it provides a scheme whereby losses 
resulting from bank suspensions are socialized, even though dis- 
criminations are inherent in the scheme. 
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SOME BASIC FACTORS AFFECTING SOUTHERN 
LABOR STANDARDS 


ROBIN HOOD 
Washington, D. C. 


The fact that the South! has been traditionally a region of low incomes 
and wages calls for something more than the usual analysis of labor stand- 
ards in terms of relative wages, hours, and social legislation. It is not 
only highly desirable but imperative to go behind these facts and make 
an examination of the real factors contributing to the region’s labor stand- 
ards; viz., growth and mobility of population, the agricultural situation, 
and industrial development in relation to available natural and human 
resources. In addition, the probable repercussions of the policies and 
plans adopted to solve the present national economic dilemma must be 
considered. 


POPULATION GROWTH AND MOBILITY 


No discussion of labor standards can ignore the significance of the 
persistent tendency of the natural increase in population in the South to 
outstrip the other regions in the nation. Ata time when the nation, with 
a barely positive net replacement ratio of 1.08, is adjusting itself to 
stability of population, the Southern region continues to expand with a 
ratio of 1.5, ranging from 1.4 in Virginia to 1.7 in North Carolina.? 
The rural areas have exercised a predominant influence in this regional 
increase. It has been estimated by Dr. T. J. Woofter, jr., that the annual 
net increase in these areas was 250,000 during the decade 1920 to 1930. 
Since the farm population has remained virtually stationary from 1910, 
the majority of these individuals must have left the farm areas of their 
birth. Surprisingly enough, the White element, with a crude natural 
increase rate of approximately 15 per 1,000, as contrasted with the Negro 
rate of 10, contributed the major part of the increase. Although the 
Negro birth rate was higher, it was more than offset by the relatively 
higher death rate. 


1The South in this paper includes: Alabama, Arkansas, Florida, Georgia, Louisiana, 
Mississippi, North Carolina, South Carolina, Tennessee, and Virginia. 

2 Florida, which is not typical of the Southern economy, drops below this range. 

3 “Southern Population and Social Planning,’’ Social Forces, October, 1935. 
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A more forceful illustration of the inability of Southern rural areas, 
and even of the South in general, to retain this natural increase in popula- 
tion, at least under the economic conditions then existing, may be made 
from the Census.* In 1930, 24,100,000 of the nation’s native population 
were listed as having been born in the Southeast.’ Since approximately 
17,500,000 continued to reside in the areas of their birth, some 6,500,000 
must have moved elsewhere. Dr. Woofter estimates that less than 
3,000,000 of these people found places within the region, so that about 
3,250,000 apparently left the section altogether. This emigration loss 
of large portions of the natural population increase, particularly from the 
country districts, is not a new phenomenon in the Southern territory. 
It is noticeable in both the South Atlantic and East South Central states 
in 1880, and is even discernable in a few states in 1850.7 Although the 
expansion of industry, with the consequent creation of additional oppor- 
tunities for employment, has aided in retaining a portion of the people 
in the South who otherwise would probably have migrated, it is quite 
obvious that industrial development has not been sufficient to absorb all 
those seeking alternative employments to agriculture. 

Since 1930, it is believed that the rate of natural increase has somewhat 
declined. However, the conclusions of the Study of Population Redistribu- 
tion® that migration out of rural areas has largely been checked due to the 
lack of opportunities for employment lead to the belief that the economic 
pressure of population has increased in the rural areas of the South. 
Even some of the poorer counties, especially noted for their emigrant 
losses from 1920 to 1930, appear to be losing people at a greatly reduced 
rate or to be actually gaining population. In view of the slight increase 
in the number of farms and the great percentage increases in food and feed 
crops for the past five years shown by the Census of Agriculture,!° it would 
appear that some of these people, at least, are now engaged in farming 
on a more self-sufficing basis than has been true during the last generation. 


4 Fifteenth Census of the United States, 1930, Population, Vol. III, p. 148, Table 17. 

5 Includes Kentucky in addition to the states already listed as Southern. 

6 Op. cit. The net loss is reduced by the movement of 400,000 people into the region from 
other sections. The small shift of population from the Southern cities to the rural regions 
is ignored. 

1 Fifteenth Census of the United States, 1930, Population, Vol. Il, p. 141, Table 7. See: C. 
Warren Thornthwaite, Internal Migration in the United States, Bulletin No. 1 of Study of Popula- 
tion Redistribution, pp. 8-9, particularly plates I and II for migrations by‘states for decades 
beginning with 1850. 

8 Woofter, op. cit. 

® Thornthwaite, op. cit., p. 3. 

10 Preliminary Reports, 1935. (Mimeographed.) 
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However, a youth problem of unexpected magnitude may be faced in 
view of the fact that the migrants during the decade 1920 to 1930 were 
predominantly young persons. It is estimated by Dr. Woofter, on the 
basis of the age group survival method for young adults, age 15 to 25, 
that approximately 3,000,000 young persons matured in the rural sections 
within the last five years.11 On the assumptions that less than half a 
million replaced their elders, that hardly half a million remained in 
school, and that approximately one quarter million were occupied 
through the increase in the number of farms, he concludes that 1,750,000 
are left on parental farms either as casual laborers or as unemployed 
persons. 

Relief and work furnished by the federal government during the last 
three years has prevented, in a large measure, this potential labor supply 
from becoming more influential in further reducing labor standards during 
the depression. Considerable curtailment or abandonment of the relief 
program, unless industrial recovery creates more jobs than many believe 
possible, will probably result in a sufficiently increased pressure from this 
labor supply to prevent labor standards in the South, and perhaps in the 
nation, from rising as they might in the post-depression period. 


THE AGRICULTURAL SITUATION 


The agricultural system in which this population problem is deeply 
rooted shows less and less ability to support the natural increase in popu- 
lation. This situation is strikingly illustrated, even within the region, 
where agricultural Georgia from 1920 to 1930 gained only four-tenths of 
one per cent in population while industrially advancing North Carolina 
increased thirteen per cent. 

In the South Atlantic States, during the twenty-year period from 1909 
to 1929, the acreage in farms declined approximately 18,000,000 acres, or 
18 percent.1* The number of farms decreased from 1,111,881 to 1,058,468. 
Tenancy registered appreciable gains as the number of farms operated in 
this manner increased from about 60 per cent to 70 per cent of the total, 
and reached nearly 80 per cent in the fertile region of the lower Mississippi 
Valley.'* Gross farm income per worker declined from $1,059 in 1919 


11 Op. cit. 

12 Fifteenth Census of the United States, 1930, Population, Vol. Ill, Part 1, p. 455, and Part 2, 
P- 333- 

18 Computed from Fifteenth Census of the United States, 1930, Agriculture, Vol. Il, p.23, Table 2. 

14 Report of the Mississippi Valley Committee of the Public Works Administration, October 
I, 1934, P- 199. 
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to $572 in 1929.8 Even more significant, the spread between the 
regional average and that for the remainder of the nation widened from 
58.9 per cent to 67.1 per cent. 

In 1929, the average gross farm income, including all items,'® as shown 
by data in the Census of Agriculture,‘" was slightly more than $1,100. The 
average net income, after deducting expenses estimated at 32 per cent of 
the gross,'* was approximately $780, while over 60 per cent of the farms 
yielded less than $667. Rental payments of one-fourth to one-third of 
income still further reduced the net income among the tenants. In addi- 
tion, the fact that the average farm usually contained more than one 
tenant meant an even lower income for this class than the average would 
indicate. In the same year, the Census annual average wage for all 
manufacturing wage earners was $823 and for textile employees $647.'° 
Additions to this latter sum in the form of prerequisites and additional 
family income, due to the fact that textile mill families frequently contain 
more than one wage earner, make the agricultural income appear even 
less socially effective. 

In 1934, under the Agricultural Adjustment Act, recently declared un- 
constitutional, the income status of the farmer relative to that of the 
industrial wage earner showed no relative improvement. The average 
gross income per farm, excluding ‘“‘rental and benefit payments’’ was 
approximately $900, while the net income was about $600.”° ‘“‘Benefit 
and rental payments’’ averaging $93 per farm*! increased the net income 
to around $700, which was less than the average net return in 1929. The 
average annual earning of industrial workers was $741 in 1934.72 Ten- 
ants, whose net incomes were lower than this average return per farm for 
the reason previously mentioned, furthermore, did not share to the full 
extent in the benefits of the Agricultural Adjustment program. First, the 
crop reduction contract made no provision for the payment of ‘‘rental 
benefits’ to the cropper. Secondly, if we wish to judge by the demonstra- 


18 Computed from Fourteenth and Fifteenth Census of the United States, Agriculture, 1920, Vol. 
V, p- 710, Table 10, and z930, Vol. II, p. 111, Table 79. 

16 Includes, in addition to field crops, livestock, butter and eggs, and other miscellaneous 
crops. 

17 Fifteenth Census of the United States, 1930, Agriculture, Vol. IV, p. 712, Table 2. 

18 Estimated from Census of Agriculture and other data in manuscript by Professor John 
Maclachlan for the North Carolina Committee on Unemployment Insurance. 

19 Computed from Fifteenth Census of the United States, 1930, Manufactures, Vol. III. 

20U. S. Bureau of Agricultural Economics, Revised Estimates of Sales of Principal Farm 
Products by States, October, 1935. 

21 Ibid. 

22 Estimated from ‘Trend of Employment and Payrolls by States,’ Monthly Labor Review, 
March-September, 1934. 











SOUTHERN LABOR STANDARDS 49 


tions staged in Alabama and Arkansas, the stipulation that the tenant 
was to receive a portion of the parity price payments was not strictly 
observed. Lastly, and more serious, was the fact that the number of 
tenants appears to have been greatly reduced in spite of the provision in 
the contract to the contrary, thus increasing the number of unemployed. 
The Census of Agriculture shows a 6 per cent reduction in the number of 
tenants in Georgia between 1930 and 1935,”* not all of which, of course, 
could be charged to the curtailment of cotton production. If this state 
be typical of the South, this would mean that 80,000 tenants and their 
families, or nearly 400,000 people, were reduced to the status of day 
laborers, forced on relief rolls, or cared for by the various state and 
federal planning agencies. Just how much reduction, if any, occurred 
in the other states is uncertain since the Preliminary Reports for many states 
have not been completed. 

Whether or not the tenants who were displaced will be restored to the 
land now that the Agricultural Adjustment Act has been declared uncon- 
stitutional is uncertain at the present time. There has been a persistent 
loss in cotton production to the Southwest for some time and there seems 
no reason to suppose that this movement will be checked. Moreover, it 
seems quite probable that the country has embarked upon a national 
policy of agricultural rehabilitation which may well mean continuance 
of reduction in cotton production under some other guise, such as soil 
conservation. Even if this does not develop, however, there do exist 
definite threats from other national areas to the South’s leadership in 
cotton production. This could mean, of course, bitter battles in price 
competition for world markets as nations like Brazil and perhaps Austra- 
lia begin to produce large quantities of ‘‘even running’’ cotton. The 
more probable consequences, however, would be considerable reduction 
in the number of tenants as landlords, merchants, and bankers found it 
increasingly unprofitable to ‘‘run’’ the tenants. In fact, this very situa- 
tion was apparent as early as 1924, at least in North Carolina.** 

The effect of the perfection of the recently announced “‘successful cotton 
picker’’ would be immediately, at least, a reduction in the demand for 
labor in agriculture. In the Southern states, less emphasis might be 
placed upon the necessity for large families as sources of labor supply. 
Hence, in time, the labor supply might become more comparable to the 
opportunities for economic utilization. Immediately, however, those 
individuals already born into the system would create a problem of large 

23 Preliminary Reports, 1935. (Mimeographed.) 

24 Gordon Blackwell, ‘Displaced Tenant Families in North Carolina,’’ Socéal Forces, 
October, 1934. 
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proportions. Mechanical harvesting of cotton, outside this nation, 
would solve one of the immediate and major problems now restraining 
cotton expansion in two nations in particular, Brazil and Australia. 
With their fertile soil, cheap harvesting of the crop in these places could 
mean a more drastic reduction of cotton production in the South than has 
occurred, with consequent increase in the number of homeless tenants of 
greater proportions than is now envisioned. In this event, the Southern 
labor supply, except as alternative employments developed in industry, 
would become more cisruptive of the region's labor standards and per- 
haps those of the nation than it has ever been. 


INDUSTRIALIZATION AND RESOURCES 


Industry was introduced nearly two generations ago into this agricul- 
tural economy which we are told even then did not offer adequate employ- 
ment and income. Many people believed at the time that this develop- 
ment would afford avenues of alternative employment and higher income 
to large segments of the agricultural population. Furthermore, it was 
believed that industrial revolution and perhaps mature industrialization 
would follow in the wake of the textile industry as had been frequently 
true in the past. 

The question then arises as to what have been the net results of this 
process. The Southern wage differentials, whether measured by the 
Census annual average wage or by the average hourly earnings, have 
shown no appreciable tendency to be reduced. In the cotton textile 
industry, for instance, the percentages that the Southern average annual 
wages are of the New England averages have exhibited a remarkable 
stability, and in 1933 stood at 75.4 per cent as contrasted with 77.6 per 
cent in 1889.75 In the lumber industry, the spread between the average 
hourly rates in the South and on the Pacific coast has widened from 42 
per cent in 1921 to about §1 per cent in 1932.76 

It is even questionable whether the Southern workers have experienced 
an improvement in their real incomes and standards of living relative to 
other sections. Certainly, the National Industrial Conference Board 
concluded that it is doubtful if living costs were lower in the South.?” 
Moreover, Professors Berglund, Starnes, and deVyver pointed out that 
food prices for similar qualities in the Southern industrial towns were 


25 Computed from United States Census of Manufactures, 1890, Vol. I and 1930, Vol. III. 

26 Computed from United States Bureau of Labor Statistics, Bulletins 317 and 586, Wages 
and Hours in the Lumber Industry, 1921 and 1932. 

27 Special Report No. 8, The Cost of Living Among Wage Earners, Greenville, S. C., Pelzer, 
S.C., Charlotte, N.C., January and February, 1920. 
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not less than in New England.?* More recently, the Consumers’ Council 
of the Agricultural Adjustment Administration made a study to deter- 
mine whether differences in living costs between the North and the South, 
as testified in the code hearings, were important enough to justify wage 
differentials. On the basis of a comparison of food prices for 42 foods in 
35 Northern cities and 16 Southern cities,?® the conclusion was reached 
that ‘‘if workers in the Southern cities ate the same amounts and kinds 
of food that workers in the North eat, it would cost them more each year. 
The total annual cost would be $283 in the South and $278 in the North.’’° 
Diet, rather than food costs, on the basis of these findings, constitute the 
differences in food expenditures. It was found that ‘‘in the South they 
eat more meats, flour, and corn meal, and less milk, eggs, butter, and 
potatoes. This southern diet, on the basis of February 1934 prices, would 
cost $251 as against an expenditure of $287 per annum for the northern 
diet.’’3! 

Aided by low wage scales and the plentiful supply of labor, industry 
has made considerable gains and industrial employment has increased at a 
rate above that for the nation. During the decade 1909 to 1929, employ- 
ment in all manufacturing industries in the South increased by more than 
300,000 persons, or 48 per cent, as against an increment of only 25 per cent 
for the remainder of the nation.*? However, the South is far from being 
an industrialized region, measured by either the number of persons em- 
ployed or the nature of the industrial development. In 1930, only 19.7 
per cent of the gainfully employed workers were occupied in manufactur- 
ing and mechanical trades, while 43.9 per cent were engaged in agricul- 
tural occupations as contrasted with 30.9 per cent and 16.5 per cent, 
respectively, for the remainder of the nation.** It is true that the South- 
ern region now dominates textile production in the nation as is shown 
by the fact that the value of the product produced was 73 per cent greater 
than that in New England in 1929 and that the number of persons em- 
ployed was 61 per cent greater.** In addition, approximately 79 per cent 
of the cigarrettes produced in the nation were manufactured in the South 


28 Labor in the Industrial South, pp. 125-127. 

29 Southern cities included: Atlanta, Baltimore, Birmingham, Charleston, Dallas, Hous- 
ton, Jacksonville, Little Rock, Louisville, Memphis, Mobile, New Orleans, Norfolk, Rich- 
mond, Savannah, and Washington. 

30 Consumer's Guide, March 26, 1934. 

31 [bid. 

32 Computed fom United States Census of Manufactures, 1910, Vol. 1X and 1930, Vol. III. 

33 Computed from Fifteenth Census of the United States, 1930, Population, Occupations by States, 
Vol. IV. 

4 Computed from Fifteenth Census of the United States, 1930, Manujactures, Vol. III. 
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in 1928. In the other industries, with the exception of rayon spinning, 
in which the South has experienced gains, however, this region has not 
assumed a position of leadership, nor does it appear that this will occur. 
In the lumber industry, for instance, the Pacific states*® led the South in 
value of product in 1929 by slightly more than 5 per cent.*” The Middle 
Northwestern States,** moreover, continue to lead the South by a wide 
margin in the production of furniture with a value of product approxi- 
mately 67.2 per cent greater.*® 

The favorable employment trends, referred to above, have prevented 
the situation from becoming worse than it is, but this development has 
not been sufficient, as is clearly shown in the section on population growth 
and migration, to begin to afford opportunities for employment to those 
people available. Furthermore, if all the plants in those industries in 
which the South has been making its industrial gains were concentrated 
in the region, they would not begin to meet the need for employment 
opportunities on the basis of the employment situation in 1929. In the 
textile industry, for instance, which is the largest employer of labor 
among those industries, only some 200,000 additional jobs would have 
been created in the section.*° 

Some employment gains may be expected from the development of new 
industries, as has been experienced in southeastern England since the 
World War. In fact, some advances of this type have already been made 
in the region, notably in the spinning of rayon yarn. However, the 
number of additional jobs created have been small and will probably con- 
tinue to be small, particularly in this industry, in view of the high degree 
of mechanization and experiments involving mechanical operation that 
prevail. Even should Dr. Herty’s processes for the utilization of Southern 
slash pine prove practical, the result would probably be less additional 
employment opportunities than is commonly supposed. The wood pulp 
and paper industries are highly mechanized, power industries which 
require relatively little labor. Even the process of “‘cropping’’ the trees 
every three to seven years, if the land is wisely selected, would probably 
permit considerable labor economies. 

It is possible that the Tennessee Valley experiment, if permitted to 
continue, will make available more abundant and cheaper electrical 


35 Computed from Commissioner of Internal Revenue of the United States, Annual Report, 
June 30, 1929. 

36 Includes: California, Montana, Oregon, and Washington. 

37 Computed from Fifteenth Census of the United States, 1930, Manufactures, Vol. Ill. 

38 Includes: Illinois, Indiana, Michigan, Minnesota, and Wisconsin. 

39 Computed from Fifteenth Census of the United States, 1930, Manufactures, Vol. III. 

40 Ibid. 
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power. Whether this will mean considerable additional industrial 
development, however, is uncertain. Power and fuel costs, particularly 
in the textile industry,*! have been lower relatively in the South than in 
the North for some time. Moreover, it is doubtful if the Tennessee 
Valley Authority, even if it passes the test of constitutionality, will be in 
position to attract large plants from other regions or to develop, at least 
for some time, industries competing with those already established. 
Such policies would be viciously, and perhaps successfully, fought by the 
business interests. In addition, it is doubtful if a policy of social experi- 
mentation in balancing agricultural production with employment in 
small industries not competing with established industry will result in 
appreciable industrial growth. Furthermore, it must be realized that 
the Tennessee Valley area is not the only sector in which the federal 
government can develop and is developing large power resources. Finally, 
fuel and power costs are so small a percentage of total costs that relatively 
few industries will migrate to a region because some savings on these 
items may be made. 

Even these somewhat unfavorable aspects of the industrial picture, 
however, do not necessarily mean that industry may not yet develop 
considerable vigor within the region. That probability turns largely 
upon resources. Does the South possess the quantity and quality of 
resources for mature industrial development? One enumeration lists 97 
principal, undeveloped mineral resources in the South. Although the 
mineral economic analysis of this treatise may be open to question, there 
is little uncertainty as to the slight economic utilization of mineral re- 
sources in the South. In 1929, the value of mineral production in the 
South was only 6 per cent of that for the nation.** Among the important 
producers of 86 leading minerals, the Southern states were listed only 17 
per cent of the time. Louisiana with natural gas, petroleum, and sulphur 
ranked tenth in the nation, while Alabama with coal, iron ore, and stone 
ranked only nineteenth. The other eight states ranged from twenty-third 
to forty-eighth.“ 

Mature industrialization, however, turns largely upon the possession 
and utilization of coal and iron. A special report on these resources 
estimated the potential iron ore reserves for Alabama as slightly in excess 
of the Lake Superior region.*® Technical advances in the conversion of 


4t Ben F. Lemert, The Cotton Textile Industry of the Southern Applachian Piedmont, pp. 99-103. 

42 Henry M. Payne, The Undeveloped Mineral Resources of the South. 

43 United States Bureau of Mines, Minerals Yearbook, 1932-33, Statistical Appendix, p. A6. 

44 United States Bureau of Mines, Ménerals Yearbook, 1929, Part 1, pp. Ag-A11. 

45 Ernest F. Burchard, ‘‘The Iron Ore Situation in the South,’’ United States Geological 
Survey, March, 1927. (Mimeographed.) 
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the ores into pig iron and the self-fluxing qualities of the ores led to a 
somewhat optimistic view, at least in the distant future, of a considerable 
development of the iron and steel industry in the state in spite of the 
relatively low metal content of the ore. Even the necessity and cost of 
shaft mining was viewed as conserving the ore for long continued produc- 
tion and possible national leadership as other areas in the nation were 
exhausted. The most important factor impeding the expected develop- 
ment appeared to be the adequacy of the state’s coal reserves in view of the 
subtractions that had and were being made for other purposes than ore 
reduction. 

Dr. E. W. Zimmermann, however, entertains serious doubts as to the 
probabilities of Alabama’s leadership in steel, although there seem to be 
possibilities for a considerable increase in pig iron production.** The 
necessity for the use of the Bessemer convertor with the open hearth 
process in the reduction of the ore does not produce steel which answers 
the exacting requirements of this mechanical age. Furthermore, the 
supply of scrap metals for steel production seems to be adequate only 
because the present demand for steel in this particular market area is 
modest. The water haul down the Warrior River to the sea, however, 
as Dr. Zimmermann points out, may mean the development of South 
American markets.‘? Nevertheless, he concludes that the greatest 
impetus to expansion, access to the national markets, will probably be 
non-operative because of the costs of shaft mining, the problems connected 
with the utilization of the low-grade ore, and the transportation rate 
structures and marketing channels that already exist. Therefore, it seems 
that any considerable expansion of the heavy industries is dependent 
largely upon stimulation through further economic development within 
the South itself. 

Although the potentialities for development are controversial, the 
economic results flowing from nearly two generations of the utilization 
of the above resources are not uncertain. In 1910 and 1929, Alabama’s 
physical production of pig iron relative to the nation’s output was only 
7 and 6 per cent, respectively.4* In addition, the value of the pig iron 
consumed in this state in 1929 was only 5 per cent of that for the nation.*® 
Iron ore mined in the South declined from 11 per cent of the national 
output in 1910 to g per cent in 1929, while Alabama only maintained 8 per 


“© World Resources and Industries, pp. §97, 631. 
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48 United States Geological Survey, Mineral Resources of the United States, 1910, Part I, 
Pp- 90; United States Bureau of Mines, Minerals Yearbook, Part I, p. 15. 
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cent of the national production for each of these years.5° The coal re- 
serves, excluding lignite, in Alabama and in the South are only 5 per cent 
and 8 per cent respectively of those for the nation.*! In coal production, 
Alabama mined only 3 per cent of the national output in both 1910 and 
1929.5? Finally, in the Hearings on the Code for the Iron and Steel Industry, 
one of the chief contentions for considerable wage differentials in the 
Southern region was that production costs were higher.** 

It is quite probable, of course, that the situations described above do 
not fully explain the retardation of the industrial development and the 
failure to develop higher labor standards in the South. When one 
observes the development of Massachusetts along those lines in spite of a 
dearth of natural resources, he is likely to conclude that physical posses- 
sion of raw materials or even proximity to them is not the only important 
factor determining industrial development. It may be that an early 
start which leads in the direction of the development of a skilled labor 
force, a high degree of development of the industrial arts, capital accumu- 
lation, the creation of transportation rate structures for the movement of 
such commodities, and the evolution of commercial and marketing 
organizations for the distribution of the goods manufactured are con- 
trolling factors, at least for long periods. 

Once established, these factors may show such resistance to geographi- 
cal shifts even in raw material production as to approximate finality. 
Iron ore, particularly if it is of relatively high metal content and if a cheap 
haul is possible, may move long distances for reduction and conversion, 
as is illustrated by the utilization of foreign ores at Sparrows Point, 
Maryland. Furthermore, raw materials are sometimes transported out 
of the region of mining for reduction and manufacture, as in the case of 
bauxite. All of these factors need to be emphasized in evaluating the 
difficulties that the Southern region faces in developing industrially. 
Alabama, for instance, is denied access to much of the market for iron and 
steel products in the North and East such as, the automobile, tin plate, 
machine tool, and large sections of the demand for railroad supplies and 
equipment and structural steel, by distance and transportation costs, in 
part at least. In addition, the South finds that many of its leading raw 


50 United States Geological Survey, Minerals Resources of the United States, 1911, Part II, 
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materials, such as bauxite, oil, and to a less extent iron and coal, are 
owned or controlled outside the region, so that the largest net gains from 
utilization accrue to absentee ownership.* 

In spite of these handicaps it might seem probable that the large 
amount of available labor which was augmented temporarily, at least, 
by the reduction in tenants under the Agricultural Adjustment Act and 
which threatens to be increased in the event that cotton production is 
decidedly lessened in the region, will eventually attract industrial devel- 
opment of considerable magnitude. Such might be the case in spite of 
the relative rigidity of established industry, if the dynamic nature of 
American economic development could be expected to continue. There 
are many signs, however, that the nation is entering upon the threshold 
of economic maturity. An instance of this is the low rate of natural 
increase of population in the nation, previously mentioned. Under such 
conditions, regional shifts in industry or even development of new in- 
dustries in the agricultural regions, unless induced as part of a national 
policy, may occur less frequently. Furthermore, the nation may become, 
and there are signs that it is becoming, more conscious of the implications 
of regional differences in labor standards which may constitute ever pres- 
ent threats to national standards. It is, therefore, questionable as to 
how long the South will be permitted to trade upon comparative advan- 
tages in labor standards. 


THE FUTURE 


Within the region, certain influences are now operating for the eleva- 
tion of labor standards through political action. During the past year, 
appreciable gains have been made. A few illustrations are sufficient to 
illustrate this point. Workmen’s compensation laws have been passed 
in South Carolina and Florida. A labor department has been established 
in Alabama. In South Carolina, labor elected its candidate for governor. 
A labor candidate is now making the race for this same office in North 
Carolina. In Georgia, the labor movement, it is reported, has succeeded 
in extracting from the dominant Democratic faction the promise of drastic 
reorganization of the labor department as the price of labor support in the 
coming Democratic primary. These developments although they may 
possibly mean some elevation of labor standards in the region and hence 
less attraction for industry, are not the most important forces in operation. 
Consciousness of the implications of differential labor standards has been 
strengthened within the nation during the depression. One of the major 
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manifestations was the inclusion of labor provisions in the codes under the 
National Industrial Recovery Act. It is true that these codes no longer 
exist. But the doctrine that ‘‘a sound national policy can not be based 
upon capitalization of lower wages and lower living costs in regions by 
industry,’’®> enunciated in the Hearings on the Code for the Iron and Steel 
Industry, still persists. 

Before the depression, there was strong resistance on the part of New 
England in the form of tax reductions®* and even wage cuts®’ to further 
loss of the textile industry to the South. This negative attack on labor 
standards in the Southern states now threatens to become positive under 
the direction of the federal government. Legislation, such as the Social 
Security Act, the Wagner-Connery Act, and the Guffey Coal Act, if they 
pass the test of constitutionality, will force the South generations ahead 
in its labor legislation and in the labor policies of employers. In view of 
the fact that these measures seem to reflect national attitudes, it seems 
quite probable that adverse court decisions such as befell the Agricultural 
Adjustment Act would only result in attempts to accomplish the same 
objectives by other means. 

Threats such as these to the traditional and economic arrangements in 
the South have met and will continue to encounter tremendous opposition 
within the region. Bitter battles were waged by the Southern industrial 
leaders on these very issues in the hearings on the industrial codes and at 
subsequent meetings. The Southern States’ Industrial Council was 
organized at Chattanooga, Tennessee, on December 19, 1933, ‘to protect 
the South against discrimination’’ which meant, as was revealed in a 
subsequent meeting at Birmingham, Alabama, on February 27, 1934, the 
preservation of the Southern wage differentials.5* The arguments ad- 
vanced were that higher labor costs would be fatal to the industries 
already established in the region®® or that the differential was necessary 
to permit the further expansion of industry in this agricultural region.®° 
The strangest argument, however, was advanced by Mr. John J. Edgerton, 
President of the Council. He felt that low pay would “‘preserve labor's 
racial purity, that is foreign labor will not be attracted to the South- 
land.’’* 


%8 July 31, 1933. 
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Some protests, but not of an effective nature, were made in the South 
against the policies of the industrial codes in recognizing and accepting 
wage differentials for the Southern area. The Raleigh, North Carolina, 
News and Observer, for instance, consistently protested against the differen- 
tials in the codes and finally said with reference to the laundry code, 
“This code, one of those designed to increase buying power carries to the 
shameful point the differentials which have grown in code after code to 
keep down the buying power of the South.’’®? 

But the industrial leaders, during the life of the NRA, without any 
effective opposition from within the region, continued to campaign for 
wage differentials of greater degree than those granted under the codes. 
Two instances, in particular, attracted widespread attention. General 
Hugh Johnson's Executive Order raising wage rates in the coal mining 
industry throughout the nation and appreciably reducing the Southern 
wage differentials called forth such active opposition from the Southern 
States’ Industrial Council® and similar employer organizations that the 
original differentials were restored although wages were increased.® 
In the case of the Southland Manufacturing Company, located in Ala- 
bama, the attempt to secure increased differentials on the grounds of 
greater relative inefficiency where Negro workers were employed failed. 
The Code Authority established to its own satisfaction in this case that 
the chief factors contributing to the alleged less productive efficiency of 
the Colored workers as contrasted with White workers in the Indiana 
plant of the same company were obsolete machinery and differences in the 
manufacturing processes.®° It is interesting to note, in this particular 
case, that support was given the employer by the Selma, Alabama, 
Chamber of Commerce on the alleged grounds that a ‘‘sub-normal code 
was needed for the sub-normal Negro and other sub-standard workers to 
prevent their displacement from jobs under the then existing minimum 
wage rates.’’66 

More important to the region’s economic future and perhaps eventually 
more significant to its industrial labor standards is the apparent realization 
by the federal government that in the solution of the problems of the rural 
and agricultural population are to be found the means of raising regional 
incomes and standards of living. Not all the programs and policies 
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adopted, it is true, have been productive of happy results. The Agricul- 
tural Adjustment Act, during its existence, although it increased incomes 
for many, at the same time increased considerably the number of unem- 
ployed. The attempts to develop subsistence homesteads and subsistence 
farms do not appear to have been successful.*7 Neither policy removed 
the individuals within their scope from the labor supply available for 
industrial enterprises, while the former project experienced difficulties in 
securing industries for the individual homestead units. In the latter 
case, part-time agricultural employment did not produce adequate family 
incomes. 

Perhaps the Tennessee Valley Authority, in the event it continues to 
function, may succeed in educating a large segment of the population to 
the need for proper balance between agricultural and other employments. 
At the present time, it is attempting to utilize this means of elevating the 
economic standards of a large number of families in this region. Not only 
will these particular individuals benefit if this program succeeds, but labor 
throughout the Southeast will be strengthened in its bargaining power to 
the extent that large groups can be subtracted from the traditional agri- 
cultural pattern and also from the potential industrial labor supply. 

More recently, the federal government has begun an attack on the 
agricultural system under the Rural Resettlement Administration. Al- 
ready plans are under way to remove 50,000 families in the nation from 
sub-marginal lands or sub-marginal farming operations and relocate them 
on full-time, full-sized productive farms or to reorient them in the char- 
acter of their agricultural production. In the newly developed rural 
communities, contemplated under this plan, with codperative purchasing 
of machinery, codperative marketing, and the production of food stuffs 
and other articles to supply home needs, many agricultural people may 
find greater economic well-being. However, many problems with refer- 
ence to markets and the acquisition of individual incomes adequate to 
reimburse the government for its loans must first be solved. This pro- 
gram gives promise of being considerably widened in the South in the 
event the Bankhead Farm Tenancy Bill is enacted at the present session of 
Congress. 

These attempts to make agriculture yield a more adequate standard of 
living and possibly employ more people strike at the crux of the problem 
of Southern labor standards. The fact that this region experienced an 
over-abundant supply of labor at a period when industry was expanding 
and the agricultural situation was more healthy than it now is, makes the 
future all the more uncertain. If industrial development of sufficient 
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magnitude could be expected to absorb the available workers the problem 
would be solved. It appears doubtful, however, that the nature of the 
region’s natural and cultural resources can be expected in the near future, 
at least, to support such growth. 

In view of these facts, the increasing national emphasis on the elevation 
of labor standards, even though some of the present programs may be 
restrained, creates further difficulties for a region accustomed to attract 
industries through low wages and a long work-week. To the extent 
that the rural and agricultural policies of the federal government attain 
success, to that extent will the region find its labor problems lessened. 
This will be particularly true in the event the present industrial develop- 
ment can be maintained and these efforts succeed in stimulating sub- 


sidiary industries catering to regional demands and employing additional 
labor. 
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PERSONNEL ADMINISTRATION IN THE TENNESSEE 
VALLEY AUTHORITY 


FLOYD W. REEVES* 
University of Chicago 


I 


Our country has lagged far behind many of the more advanced 
nations in recognizing the fact that good government is dependent 
upon a sound system of selecting, promoting, and retiring public 
employees upon the basis of merit. Not only is such a system the 
basis of efficient government, but it is the only system that is fair 
to those who support the government. Furthermore, it is the 
only system that is fair to the employees themselves, since only 
by such a system can security of tenure be provided for those who 
have proved their fitness. 

During the present administration of the federal government, 
many new governmental agencies have been established. With 
some notable exceptions, the personnel of these agencies has been 
selected without aid from the United States Civil Service Com- 
mission. Most of them are exempted by law from the require- 
ment that the appointments must be made upon the basis of com- 
petitive examination. 

The Tennessee Valley Authority, although one of the newer 
government agencies, was not set up as an emergency agency. Its 
program is a long-time program involving both developmental 
and operating enterprises. By the terms of the Act under which 
the Authority operates the Board of Directors is authorized to 
‘appoint such managers, assistant managers, officers, employees, 
attorneys, and agents as are necessary for the transaction of its 
business,’’ ‘‘without regard to the provisions of civil service laws 
applicable to officers and employees of the United States.’’ The 


* Formerly Director of Personnel and Social and Economic Divisions of the Tennessee 
Valley Authority. 
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Act further specifies that, ‘‘the appointment .. . and the selec- 
tion...and...the promotion of any... employees or offi- 
cials,... shall be given and made on the basis of merit and 


efficiency,’ and “‘no political test or qualification shall be per- 
mitted or given consideration.’’ Furthermore, it is stated in 
Section 6 of the Act that ‘‘Any member”’ of the Board of Directors 
“‘who is found by the President of the United States to be guilty 
of a violation of this section shall be removed from office by the 
President of the United States, and any appointee of said board 
who is found by the board to be guilty of a violation of this section 
shall be removed from office by said board.’” This provision, in 
effect, authorizes and requires the Tennessee Valley Authority to 
establish a merit system of its own and to operate its personnel 
program upon the basis of such a system. To understand the 
personnel problems faced by the Authority, the wide scope of its 
program needs consideration. 

The Tennessee River watershed includes parts of seven states 
drained by the Tennessee River and its tributaries. The develop- 
ment embraces more than 40,000 square miles. Within this area, 
more than 2,000,000 people reside, while 6,000,000 live in the 
immediate sphere of influence. The Wilson Dam at Muscle Shoals 
was complete when the TVA was established. Five other dams 
are now under construction. Funds have been made available 
with which to begin the construction of one additional dam this 
year. Two of the dams now under construction will be completed 
early in 1936. A fertilizer plant has been completed and is now 
in operation carrying on experiments leading to the production 
of more and better fertilizer materials for the United States. Hun- 
dreds of miles of electric transmission lines have been built, bring- 
ing cheap power to farms and cities. Measures have been taken 
for the control of soil erosion and the proper utilization of marginal 
lands. Plans are being developed for the coérdination of agricul- 
ture and industry along practical lines. In order that waste may 
be avoided, the power resources of the Tennessee River watershed 
are being developed into an integrated system. Plans are under 
way to distribute this power to the greatest number of people at 
the lowest possible cost. Through the program of building dams, 
the Tennessee River is being opened for navigation, and the menace 
from floods is being decreased. 
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To carry on this large program of planning, construction, and 
operation, a personnel of more than 12,000 men and women are 
now employed. All but three states are represented among the 
personnel selected. 

Because of the broad nature of its program and the rapidity 
with which it has been deemed advisable to get construction 
projects under way, it would have been extremely difficult if not 
impossible for the TVA to have accomplished its task under present 
Civil Service methods and procedures. The Commission of In- 
quiry on Public Service Personnel appointed by the Social Science 
Research Council in 1933, in its report published in 1935 clearly 
recognized this difficulty. In discussing emergency agencies it 
stated, ‘“The Civil Service Commission must recognize, however, 
that it is dealing with many entirely new types of personnel and 
that its procedures and examinations will have to be adapted to 
meet this new situation. In the past, government has seldom 
dealt through civil service with the kind of personnel which can 
run a business or exercise judgment in private loans or such finan- 
cial matters. . . . Provisions must also be made so that classifica- 
tions will not stand in the way of rapid demobilization.’’! While 
the Tennessee Valley Authority is not an emergency agency, it is 
faced by many of the same problems confronting such agencies. 
In discussing independent undertakings not established as emer- 
gency agencies, the following statement is made: 

‘The Commission of Inquiry on Public Service Personnel desires 
to comment upon the problem of personnel in connection with the 
independent quasi-public undertakings, such as the Panama Rail- 
road and the Tennessee Valley Authority. The commission is 
inclined to believe that these utility undertakings should be ex- 
cluded from the normal civil service personnel system and required 
to establish their own career service system. It is believed that 
the personnel problem can be better handled in such cases as a 
part of management than as a part of government. If this should 
prove not to be the case, these agencies, too, could eventually be 
brought under civil service. Provison should be made, however, 
for codperation between the independent undertakings and the 
governmental personnel agency so that undertakings may utilize 


1 Better Government Personnel, p. 67. 
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the regular lists for stenographers, clerks, and similar personnel, 
which are the same for both types of activity. It is interesting to 
note that this practice is now being followed by the Tennessee 
Valley Authority in many employment classes.’’? 


II 


In setting up its personnel program the Tennessee Valley Au- 
thority has made a sincere effort to combine the strongest features 
of civil service procedures with practices developed by private 
concerns. 

Prior to January 1, 1936, the programs of both the Personnel 
and the Social and Economic Divisions of the Tennessee Valley 
Authority were administered by the same central administrative 
office. There were two sections, Research, and Health and Sani- 
tation, under the Social and Economic Division; and six sections, 
Employee Management, Labor Relations, Training, Medical 
Service, Safety, and Camp Management, under the Personnel 
Division. It had been apparent for some time that this was too 
large a unit, covering too broad a range of activities to be ad- 
ministered effectively through a single administrative office. 
Acting upon the writer’s recommendation the Board of Directors 
approved the following reorganization of the work of the two 
Divisions: 

The Health, Medical Service, and Safety Sections were set up as 
a separate division. 

The Research Sec’ ion was continued with the Chief of the Sec- 
tion reporting temporarily to the Coérdination Division. 

While no definite decision was made with reference to the Camp 
Managetuent Section, it is at present reporting to the Codrdination 
Division. 

The Personnel Division was reorganized and made responsible 
for the following sections and functions: 

The Labor Relations Section was abolished and in its place the 
position of Labor Relations Adviser was added to the central 
staff of the Division. The recent adoption of the Employee 
Relationship Policy changed the labor relations functions of the 
Personnel Division so as to obtain the disposition of specific 


2 Ibid., pp. 68-69 
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grievance cases through the line supervision on the job. Training 
for the treatment of these problems is a responsibility of the 
Personnel Relations Section with assistance from the central office 
staff, including the Labor Relations Adviser. Cases appealed to 
the Personnel Division require investigation and settlement. The 
Labor Relations Adviser conducts wage rate and wage classifica- 
tion studies and surveys, labor cost studies, assists in the develop- 
ment of employee-management codperation plans, helps to train 
staff and field personnel in matters relating to labor relations, and 
represents the central office of the Division in maintaining whole- 
some and codperative contacts with organized labor, the Depart- 
ment of Labor, and other agencies in that field. 

The position of General Personnel Representative was also 
created as a part of the central office of the Division. He is 
responsible for supervising and directing the work of the Personnel 
Representatives in the field offices, and coérdinating their work, 
through the central office, with the section programs of the Di- 
vision. This gives the central office direct control of field per- 
sonnel offices. 

The Employee Management Section was made up of three units, 
Examining, Classification, and Counseling and Research. The 
Examining Unit became the Employment Section, the Classifica- 
tion Unit the Classification Section, and the Counseling and 
Research the Personnel Relations Section. 

The Employment Section in coéperation with the supervisory 
staff of the Authority is required to see (1) that employees are 
selected, appointed, and retained on the basis of merit and effi- 
ciency, that they are placed in the jobs for which they are best 
fitted, and that statements concerning probable duration of work 
and prospects for advancement shall be as accurate and as definite 
as are reasonably possible; (2) that employees are transferred, 
promoted, and reassigned to work on the basis of their records of 
performance and fitness; and (3) that some idea of the purposes of 
the Authority is given to new employees in their initial contacts. 

The Classification Section is responsible for proper grade and 
salary allocations of all positions in the Authority in accordance 
with principles of job classification, the general objective being 
that equal salaries be paid for positions of equivalent difficulty 
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and responsibility. The Section is responsible for investigating 
and reporting on individual positions to see that they are properly 
allocated; approving, in codperation with the Employment Sec- 
tion, titles and salaries of all new positions, as well as all changes 
of status within the organization; conducting a systematic survey 
of all annual positions in the Authority by divisions or other 
appropriate groups; investigating organization problems as re- 
lated to personnel classification; and preparing specifications 
describing all types of positions in the Authority. 

The Personnel Relations Section maintains an advisory service 
for the supervisory personnel of the Authority in connection with 
employee relationship problems; it conducts a testing program for 
the General Office Division and for children in TVA schools; it 
maintains a small research staff to plan and conduct service studies 
on various personnel problems and tc evaluate personnel tech- 
niques as well as the effects of policies and procedures; and in 
addition maintains information concerning social facilities, organi- 
zations, and housing facilities which are available to TVA em- 
ployees in Knoxville, and codperates with employee organizations 
in the Knoxville office in the development of needed social activ- 
ities. 

The Training Section is continued as a part of the Personnel 
Division. It performs six major functions: (1) it provides train- 
ing designed to increase the efficiency of employees in their present 
and future work for the Authority; (2) it trains employees for 
industries suitable to the area and essential to the program of the 
Authority; (3) it provides programs designed to meet the recrea- 
tional, social, and cultural interests of employees; (4) it assists in 
acquainting employees and their families with TVA purposes and 
activities; (5) it assists in the counseling program of the Authority; 
and (6) it provides during construction periods, elementary and 
secondary educational facilities for children of employees who live 
on TVA lands where state educational facilities are not accessible. 


Ii 


A major function of the Personnel Division during the past year 
was the development of an Employee Relationship Policy. Work 
on the Policy was begun in September, 1934. The preliminary 
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draft of the Policy represented the combined efforts of members 
of the Board, the Codrdinator, staff members of the Engineering 
and Construction Department, the Electricity Department, the 
Fertilizer Department, the Head of the Legal Division, the staff 
of the Personnel Division, and outside counsel from the Chairman 
of the National Mediation Board. The final draft was made after 
conferences with employee groups and their representatives in all 
major areas of operation, and further conferences with those who 
assisted in the preliminary draft. The Director of the Section of 
Labor Relations of the office of the Federal Coérdinator of Trans- 
portation presided over the conferences with employees and 
assisted in the final formulation of the Policy. The Policy was 
adopted by the Board and made official as of September 1, 1935. 
A copy of this Policy is given in Part V of this paper. 

Upon the adoption of the policy one news writer commented 
as follows: 


On the job at the dam sites in the Tennessee Valley, where brawny workers and Govern- 
ment officials talked it out in man-to-man language, there has just been forged a new kind of 
labor policy for the United States. 

Well-versed students of industrial problems regard the far-reaching agreement, which 
represents a model for Government and private industry, as remarkable not only for its text 
and the brief time in which it was negotiated; but also for the fact that no acts of strife accom- 
panied its writing. 

This novel pact of men and management was not written in blood on the traditional field of 
industrial warfare, nor was it handed down from on high and meekly accepted by the em- 
ployees as the best they could hope for without an agonizing struggle. It was, instead, the 
product of true collective bargaining. .. . 

In 22 short paragraphs the ‘Employee Relationship Policy’’ resolved conflicts that have 


cost many lives, countless millions in property and untold suffering in the industrial world. 
3 


The Personnel Division has always felt that the most effective 
way to perform the personnel functions was through the codpera- 
tion of employees and the supervisory staff. With the adoption 
of the Policy greater responsibility has been placed upon both. 
Results to date have been very gratifying. 

Paragraph 21 of the Policy provides for a review of established 
wage schedules not more frequently than once each year. In line 
with this provision pay schedules were published as of October 
29, 1935, and posted on all jobs. 


3 Cecil Owen, ‘“TVA Labor Pact Offers Collective Bargaining Model,’’ Record, Phila- 
delphia, Pennsylvania, October 13, 1935. 
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A survey of prevailing wage rates was made by the Labor 
Relations Adviser during November and December, 1935, and 
conferences were held with representatives of both annual and 
hourly employees during January, 1936. The Personnel Division, 
in holding these conferences, was assisted by an advisory com- 
mittee representing all administrative units of the Authority. 
Specific recommendations have resulted which will be presented 
to the Board of Directors for final approval. 

Leave regulations for annual employees have been revised 
following conferences with representatives of management and 
employees. In addition, hearings have been granted in grievance 
cases. However, more of these are being taken care of on the job 
than was true previously. Under the Policy, the employee or his 
representative must catry any grievance “‘through established 
supervisory channels, up to and including the designated chief 
supervisory officer concerned, as defined from time to time by the 
proper administrative officers. Failing prompt and satisfactory 
adjustment, the employee or his representative may appeal the 
dispute to the central office of the Personnel Division for investiga- 
tion and adjustment.’’ On that paragraph rests the need for the 
training of supervisors through the Personnel Relations Sections. 


IV - 


With the Employee Relationship Policy as a basis for Personnel 
Administration within the Tennessee Valley Authority, the need 
for high standards for recruitment becomes more apparent than 
ever before. The success of such a Policy depends largely upon its 
intelligent application by both employees and management. 

The selection of workmen for the construction projects was 
influenced by the economic and social aims of the Authority. 
Several factors were considered. As would be expected the factor 
given first consideration was the service which workmen would 
render in construction activities. Consideration was also given 
to the ability of candidates to profit by participation in training, 
their ability to fit into the life of the communities in which they 
were to live, and to pass along to these communities, as potential 
leaders in community activities, some of the values they would 
receive from participation in the activities of the Authority. 
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As a means of selecting laborers, an examination was given as a 
preliminary step to applicants residing in the Tennessee Valley 
area who had made proper application. This examination con- 
sisted of (1) a mechanical aptitude test, (2) a non-language test, 
and (3) a general test of ability to follow written instructions. 
It was prepared by the United States Civil Service Commission, 
administered with the codperation of the Commission, and par- 
ticipated in by more than 38,000 applicants. 

This examination constituted only one of several bases for 
recruiting employees. The final selection was made by trained 
interviewers who gave consideration not only to the examination 
score but also to training, experience, physical fitness, and personal 
qualities. A careful study of the scores received on the examina- 
tion with ratings of the effectiveness of men on the job has made 
it clear that the examination has been of great value as a selective 
device in the employment of labor. 

A similar examination was administered in February and March 
1936, to provide labor registers for employment on Chickamauga, 
Guntersville, and Hiwassee Dams. 

Considered as a whole, the personnel policy of the Tennessee 
Valley Authority has been effective. The personnel is efficient. 
It is loyal to the program of the Authority. The morale is high. 
Personnel difficulties within the organization have been reduced 
toa minimum. This is due primarily to the excellent law under 
which the Authority operates and to the effectiveness with which 
the Board of Directors and staff have carried out the provisions of 
this Act as they relate to personnel. 

In spite of the provisions in the Act requiring the selection of 
employees on the basis of ‘‘merit and efficiency,”’ it has not been 
easy to administer the personnel program in accordance with the 
Act. From the beginning pressure for appointments on the basis 
of political patronage has been severe. This pressure still con- 
tinues. There is, however, one bright aspect to the picture. 
An increasing number of men holding important elective positions 
in our national government, who are expected to give political 
endorsements to constituents seeking to enter government service, 
are outspoken in their dislike for the spoils system. They would 
be happy to be rid of the task they are expected to perform in 
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connection with appointments. They would prefer to give their 
time to duties for which they were elected. Many of them do not 
see how they can avoid carrying the added responsibility of en- 
dorsing candidates for political positions until the system itself is 
changed, but they would welcome such a change. The burden of 
political patronage thrust upon them has become heavier than they 
wish to carry. They view the present system as a waste of tax- 
payers’ money. 

This attitude was well expressed by one member of the lower 
house of Congress during the early days of the program of the 
Authority. He requested the Personnel Division to appoint a 
friend from his district. His attention was called to the provisions 
of the Act requiring that all appointments be based on ‘“‘merit and 
efficiency,’’ and prohibiting political considerations. Frequently 
members of Congress forget this provision, and many of their 
constituents do not know it exists. This Congressman ended the 
conversation with the statement that he hoped the Authority 
would be successful in carrying out that mandate from Congress. 
He was “‘all for it,’’ as he believed in merit and efficiency. He 
added the warning, however, that if he ever heard that the Au- 
thority had made a single exception to that rule, we would cer- 
tainly hear from him. If anyone were to secure political appoint- 
ments he intended to get his share for his constituents. Can one 
blame him? The system is at fault. Good government and the 
spoils system cannot go together. A few exceptions in an organi- 
zation such as the Tennessee Valley Authority would have far- 
reaching and disastrous results. Exceptions for one would re- 
quire exceptions for others. Appointments made on the basis 
of patronage would lead inevitably to requests for promotions 
on the same basis. Salaries would be based on the payment of 
political debts and not upon effectiveness on the job. With a few 
political appointees within the organization, the doors would 
be thrown wide open, since the influence of such appointees would 
be used to secure other appointments and to secure promotions, 
not only for themselves, but for others. If the TVA is to be 
effective, it must make no exceptions. 

In summary, there is no problem faced by America today more 
important than better government personnel. Government affects 
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all aspects of human life. For many years its functions have been 
increasing. The end has not yet arrived. If our form of gov- 
ernment is to be preserved, the time for constructive action is 
here. Government service must be made a career service.’ In 
order to accomplish this result, the citizens of America must be 
educated to see the problem more clearly. Civil service laws must 
be broadened if they are to operate effectively. All of the ad- 
ministrative branches of civil service must be placed on a merit 
basis. Personnel affects the cost of government, and the cost of 
government is borne by all of us. 


V 


The Employee Relationship Policy of the Tennessee Valley 
Authority follows: 


“zr, An obligation rests upon every member of the management and supervisory staff, as 
well as upon each supervised employee of the Tennessee Valley Authority, to render honest, 
efficient, and economical service in the performance of his duties. Organizations and associa- 
tions of supervised employees and of the supervisory and management staff are likewise sub- 
ject to this obligation. 

“2. Members of the management and supervisory staff and the supervised employees of the 
Tennessee Valley Authority together comprise an organization for public service. The 
whole-hearted codperation of all members of the organization in carrying out this Policy and 
the Tennessee Valley Authority Act is essential to attain the objectives of the Authority. 

‘*3. For the purposes of collective bargaining and employee-management codperation, 
employees of the Authority shall have the right to organize and designate representatives of 
their own choosing. In the exercise of this right they shall be free from any and all restraint, 
interference, or coercion on the part of the management and supervisory staff. This para- 
graph shall not be construed to limit the rights of employees to organize for other lawful 
purposes. 

‘*4. No employee of the Authority and no one seeking employment shall be required as a 
condition of employment, transfer, promotion, or retention in service to join or to refrain 
from joining any organization or association of employees. 

**s. There shall be no discrimination against representatives of employees of the Authority 
nor shall employees suffer discrimination because of membership or non-membership in any 
organization or association of employees. 

“6. The majority of the employees as a whole, or of any professional group, or craft, or 
other appropriate unit, shall have the right to determine the organization, person or persons 
who shall represent the employees as a whole, or any such professional group, or craft, or 
unit. If a dispute shall arise among employees as to who are the duly authorized repre- 
sentatives of the employees involved, the Personnel Division of the Authority, which shall 
include a labor relations staff, shall investigate such dispute and attempt to adjust it on its 
merits. In the adjustment of such a dispute the Personnel Division may, if the parties agree 
in writing, conduct an election to determine the duly authorized representatives of the 
employees involved. In the conduct of such an election the Personnel Division shall desig- 
nate the persons who may participate. Should the Personnel Division be unable to adjust 
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the dispute either party shall be free to invoke the services of the National Labor Relations 
Board. 

**7. Disputes between an employee and the management growing out of grievances or out 
of the interpretation or application of the published rules and regulations of the Authority 
governing labor standards, rates of pay, classification, hours of work, employment condi- 
tions, and the like, shall be handled by the employee or his representative through established 
supervisory channels, up to and including the designated chief supervisory officer concerned, 
as defined from time to time by the proper administrative officers. Failing prompt and 
satisfactory adjustment, the employee or his representative may appeal the dispute to the 
central office of the Personnel Division for investigation and adjustment. 

“8. Hourly and annual rates of pay shall be determined on the basis of occupational 
classification to assure comparable rates for comparable work. Schedules of such rates shall 
be published and made available to all employees. The division of occupations into classes 
of work shall give due and adequate recognition to intelligence, skill, training, and experi- 
ence. The classification of occupations into classes and grades of work need not be bound by 
traditional rules and customs. The allocation of jobs or positions to scheduled grades shall 
be upon the basis of the duties to be performed. In the classification of annually rated 
positions due regard will be given to standards of classification and rates of pay prevailing in 
the classified Federal service. No discrimination in occupational classification or in rates 
of pay shall be made on the basis of sex or race. 

“*g. The regular hours of employment of all hourly rated employees shall be bulletined 
by kinds of employment or by services at each place of employment. Such bulletins shall 
indicate how these hours may be worked in any twenty-four hour period. One, two, three, 
or four shifts may be worked on any kind of employment or service at each place of employ- 
ment. The regular hours of employment shall not exceed eight (8) in any twenty-four hour 
period. All work of hourly rated employees shall be so organized as to provide at least one 
day's rest in seven. Whenever feasible such day of rest shall be Sunday. All authorized 
overtime worked in excess of eight hours in any one working day shall be paid for at the rate 
of time and one-half. Any hourly rated employee required to work on Memorial Day, 
Fourth of July, Labor Day, Thanksgiving Day, Christmas, or on his designated day of rest, 
shall be paid at the rate of time and one-half. The supervisory and management staff and the 
supervised employees are expected, as a matter of good management and efficiency, to make 
every possible effort to minimize overtime and to conform to the schedule of bulletined hours. 
Failure to obtain reasonable compliance with the schedule of bulletined hours to assure 
elimination of excessive overtime will be interpreted by the Board of Directors as indicative 
of inefficient supervision and workmanship. 

“ro. The regular hours of employment of all annually rated employees shall be bulletined 
by kinds of employment or by services at each place of employment. The regular hours of 
employment shall not exceed eight (8) in any twenty-four hour period. All work of annually 
rated employees shall be so organized as to provide at least one day's rest in seven. Whenever 
possible such day of rest shall be Sunday. All authorized overtime worked either before or 
after regular bulletined hours shall be recorded and accumulated as earned annual leave, to be 
taken in accordance with the regulations governing annual leave. Any annually rated em- 
ployee required to work on Memorial Day, Fourth of July, Labor Day, Thanksgiving Day, 
Christmas, or on his designated day of rest, shall be allowed to accumulate such time as earned 
annual leave to be taken in accordance with the regulations governing annual leave. 

‘11. During periods of marked unemployment, hours of work will be kept as few as con- 
sistent with efficiency in production and reasonable minimum income. 

‘12. The desirability of giving advance notice before reducing forces is recognized. 
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‘13. Appointments to the service of the Authority will be made on the basis of merit and 
efficiency as determined by such factors as intelligence, ability, skill, training, and experience. 
Promotion, demotion, transfer, retention in, or termination of, service with the Authority 
will be made on the basis of merit and efficiency, having due regard for length of service. No 
test of political belief or affiliation will be required of any employee or considered in his 
appointment, promotion, demotion, transfer, retention in, or termination of, service with the 
Authority. If an employee, who is doing the best work he can in good spirit, is found to be 
unsuited for the tasks to which he is assigned, an earnest effort shall be made to place him at 
other work for which he is better suited. Because it is in accordance with sound public 
policy that all work shall be done by those who can and will do it best, it shall be the policy 
of the Tennessee Valley Authority to add to its staff those who will distinctly raise its stand- 
ards of work, and to offer equal opportunities for raising standards to employees already in 
the service. Employment in a position is not a vested right to be retained primarily because 
of possession, but only if quality of service justifies continuance of employment. 

“*14. No person under sixteen (16) years of age shall be employed by the Authority. No 
person under eighteen (18) years of age shall be employed by the Authority in a hazardous 
occupation. 

“*15. Appointments to the service will not be made when such appointments involve 
nepotism as defined by the Board of Directors of the Authority. 

“*16. Supervisors may, for just cause, terminate the service of any employee under their 
supervision, and such termination shall separate the employee from pay status. In so doing, 
the supervisor shall state the cause for termination in writing. A copy of the written notice 
stating such cause shall be sent to the Personnel Division and to the employee upon request. 
No employee shall be discharged from the Authority, however, without the approval of the 
Personnel Division subsequent to a fair hearing if requested by the employee or his representa- 
tive within ten days of the effective date of termination. 

“*17. Adequate personnel and service records shall be kept for every employee in order that 
recorded data may serve as a basis for appraisal of merit and efficiency. 

“18. The Authority will endeavor to make adequate provision for the safety and health of 
employees at their places of employment. The management and supervisory staff will en- 
deavor to place employees in such tasks as fall within the limits of their physical powers, so 
far as these can be reasonably ascertained. 

“19. In accordance with Section 3 of the Act creating the Authority not less than the rate 
of wages for work of a similar nature prevailing in the vicinity shall be paid to laborers and 
mechanics. In the event any question arises as to what are the prevailing rates of wages, 
which question cannot be settled by conference between the duly authorized representatives 
of the employees and the Authority, it shall be referred to the Secretary of Labor for deter- 
mination, and the decision of the Secretary shall be final. In the determination of such pre- 
vailing rate or rates, due regard shall be given to those rates which have been secured through 
collective agreement by representatives of employers and employees. 

“20. All contracts to which the Authority is a party and which required the employment 
of laborers and mechanics in the construction, alteration, maintenance, or repair of buildings, 
dams, locks, or other projects shall contain a provision that not less than the prevailing rate 
of wages for work of a similar nature prevailing in the vicinity, shall be paid to such laborers 
or mechanics. 

‘21. Schedules of rates of pay, whether hourly or annual, shall be published and remain in 
force and effect until revised or modified as provided herein. Schedules in effect will be open 
for revision not more often than once each calendar year. Proposed revisions will be investi- 
gated and studied by the Personnel Division in conference with supervisors and employees or 
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their duly authorized representatives. Any requests for revisions of established rates of pay 
submitted during the year and not later than November 1, will be considered and acted upon 
by the Board of Directors of the Authority before the end of the calendar year. Published 
schedules of rates of pay shall designate the minimum rate for hourly employees and the mini- 
mum rate for annual employees below which no occupation will be classified. Provision may 
be made for special rates of pay for partially disabled persons or for intermittent service. 

‘22. Rules and regulations defining labor standards and conditions of employment, gen- 
erally applicable to the employees of the Authority, other than rates of pay and occupational 
classifications, will be adopted, modified, or amended from time to time and thereupon pub- 
lished. At least thirty (30) days published notice shall be given of any proposed new rule or 
change in established rules. No new rule may be adopted or existing rule changed until the 
duly authorized representatives of employees have had reasonable opportunity to confer with 
the supervisory staff and the Personnel Division.” 
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History of Labor in the United States. Vol. Ul. By Don D. 
Lescohier and Elizabeth Brandeis. New York: Macmillan 
Company, 1935. Pp. xxx, 778. $4.50. 

History of Labor in the United States. Vol. IV. By Selig Perlman 
and Philip Taft. New York: Macmillan Company, 1935. Pp. 
viii, 683. $4.00. 

The publication in 1918 of two volumes on the History of Labor 
in the United States, by John R. Commons with the codperation 
of a number of other scholars, was the culmination of more than 
eighteen years of original research in the field of labor history. 
These volumes dealt mainly with the history of labor conditions, 
of labor philosophies and of labor movements to the year 1896. 
The two volumes under review are a continuation of Professor Com- 
mons’ work, covering the period from 1896 to 1932. 


I 


In Volumes I and II, working conditions and labor legislation 
were not given a prominent place, but were treated as only 
incidental to labor movements. In dealing with the history of 
labor from 1896 to 1932, however, the authors have devoted all of 
Volume III to these subjects. Such a change in the method of 
presentation was necessitated by the growth of large scale industry 
with its powerful economic forces that influenced the labor move- 
ments of the period. The first three decades of the twentieth 
century were marked by rapid technical developments in American 
industry, high productivity of labor and resultant high wage 
levels, the tapping of new supplies of labor, and improvement in 
the field of business management. All of these factors played an 


75 








76 BOOK REVIEWS 


important part in the failure of unions to get a foothold in the new 
industries and caused their decline in some of the old ones. The 
material presented in Volume III is intended to serve as a back- 
ground for Volume IV on Labor Movements. 

The first part of Volume III was written by Professor Lescohier and 
deals with the many factors affecting the working lives of the various 
labor groups in the United States during the period. Section I is 
devoted to an analysis of the growth and characteristics of the Amer- 
ican population from 1890 to 1932. The major emphasis is placed 
upon the growth of the industrial population by immigration and 
increased urbanization. Itis pointed out that during the period 1900 
to 1910, ‘‘the rate of increase of foreign born whites was nearly one- 
half greater than that of the total population, but from 1910 to 
1920 it was less than one-fifth that of the whole population, but 
from 1920 to 1930 the increase was of negligible importance from 
an economic point of view.’’ The significance of urbanization as 
a factor in population change is shown by the fact that, ‘In 1930 
there were six million more people living in cities than lived in the 
entire United States in 1890.’" The remainder of Section I dis- 
cusses the importance of the immigrant as a factor in the industrial 
labor supply and gives a summary of American immigration 
legislation. 

Section II deals with the reward of labor; the hours of work; 
unemployment and the history of the methods used during the 
period to relieve it; public and private employment offices and 
their development; employer plans for unemployment insurance; 
apprenticeship, employee training and vocational guidance. 

The most interesting part of this section is the discussion of wage 
trends from 1890 to 1933. After treating in a very satisfactory 
manner the fluctuations of wages during good and bad years the 
author comes to the conclusion that, “‘From 1899 to 1915 gains 
in real wages were slight, the gains of good years being about 
cancelled by the losses of bad years. Some improvement in real 
wages occurred during the latter part of the war. During the 
decade of the twenties American labor became substantially better 
off than before the war.’’ Most of these gains in living standards 
disappeared as the result of the drastic wage cuts of 1931-33. 

The progress of the struggle for shorter hours of work is con- 
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sidered in Chapter VI. It is shown that substantial progress had 
been made in attaining shorter hours in some industries before the 
war, while in others little change had taken place. During the 
war, however, sharp reductions occurred in most industries. The 
trend toward shorter hours which characterized the war years did 
not continue during the period 1920-1930. Some industries, 
notably the steel industry, reduced hours but others increased 
them. It was found that ““The number of factory wage earners 
working eight hours per day and 48 to 44 hours a week more than 
quadrupled between 1914 to 1919, rising from 11.8 per cent to 48.6 
per cent.’’ From 1920 to 1930 ‘““The percentage working 48 hours 
or less declined during the decade, dropping from 48.6 to 45.5.” 

Section III describes the employers’ policies during the period. 
The age of big business was characterized by centralization of 
financial control and the growth of absentee ownership, and im- 
personality became characteristic of the relationship between the 
employer and his employees. There was no sense of personal 
responsibility for steadiness of employment, wages, and working 
conditions; profits became the chief interest of minor executives. 
At the same time the minute division of labor made possible the 
reduction of the proportion of highly skilled, well paid jobs, 
and increased the number of semi-skilled jobs ‘‘upon which some- 
thing more than a common labor rate could be earned, not so 
much by skill as by speed.’’ The immigrant worker played a 
prominent part in this change. 

Other chapters in this section trace the development of such 
employer policies as scientific management; company unions; 
health and safety; profit sharing, and old-age pensions. 

The second part of Volume III which deals with labor legisla- 
tion was edited and partly written by Elizabeth Brandeis. In 
the words of the author, ‘“The purpose of this section is to describe 
the increasing use of governmental activity for the protection 
of wage earners—as represented by the rapidly growing volume 
and the constantly widening scope of the statutes passed in their 
behalf.”’ 

This section is not a complete history of labor legislation during 
the period under consideration. For various reasons stated in the 
Introduction, only the major fields of labor legislation, suchas child 
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labor, maximum hours for men and women, minimum wages, 
workmen's compensation, and other forms of social insurance are 
considered. Unfortunately the material necessary for a thorough 
treatment of the administration of these laws was not available. 

The chapters on child labor and minimum wage legislation are 
especially well done. Also the chapter on labor legislation and 
the Constitution is a comprehensive treatment of the constitutional 
history of labor legislation. On the whole, however, this part 
of the book is scarcely an outstanding contribution in the field of 
labor legislation. Except in the matter of the arrangement of 
material, it does not measure up to the high standards set by Com- 
mons and Andrews, Principles of Labor Legislation. 


Il 


Volume IV is a thorough and scholarly treatment of the various 
labor movements during the period 1896 to 1932. In collecting 
the material for this volume the authors consulted such original 
sources as newspapers published in the regions where strikes 
occurred, the records of national and international unions, reports 
of government commissions, etc. Asa result, they have presented 
for the first time a vast amount of valuable information in the field 
of unionism. 

The history of American labor movements has been principally a 
fighting history. The very nature of the environment in which 
unionism has developed in this country made it necessary to 
carry on a constant struggle for the right to exist. As a result, 
the entire period under consideration was marked by many strikes 
in various industries, and in this conflict the glory of hard-earned 
victories won by labor was dimmed by numerous defeats. 

Furthermore, the labor leaders have had to deal with serious 
problems arising within the unions themselves. The lack of class 
cohesiveness in American labor has made it necessary to wage a 
constant battle to keep the unions from fallling apart. It is the 
opinion of the authors that, ‘“The overshadowing problem of the 
American labor movement has always been the problem of staying 
organized. No other labor movement has ever had to contend 
with the fragility so characteristic of American labor organiza- 
tions. 
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The history of American unionism is presented as a history of the 
particular unions rather than as a history of the American Fed- 
eration of Labor. ‘‘Labor’s organized conflicts have been fought 
on dozens of separate industrial battlefields. ... Consequently 
the labor historian is obliged to weave together many separate 
strands of development. Into this web the red threads of the 
radical minority movements have been introduced without stint 
where they affected the pattern, as on the Western mining frontier, 
in the attempts to reach the unskilled, and in the garment trades.”’ 

The authors show that the history of the labor movement from 
1897 to 1932 was characterized by periods of progress and of decline. 
Beginning with the victories in the coal fields in 1897 organized 
labor enjoyed seven years of growth and expansion. Membership 
in all American trade unions increased from 447,000 in 1897 to 
2,072,700 in 1904. 

Encouraged by the rapid increase in union membership and by 
a number of successful strikes, union organizers decided to tackle 
the newly organized United States Steel Corporation. The defeat 
of the unions in their attempt to organize the workers in this giant 
industry is called by the authors ‘‘Labor’s defeat at the Marne.” 
In their opinion, “‘It gave the United States Steel Corporation the 
confidence that it could expel the union from its properties when it 
chose, and stimulated policies and devices that would cut the last 
ground from under unionism in steel as well as in steel’s ever 
growing sphere of influence.”’ 

Business interests became greatly alarmed at the spread of 
unionism in all parts of the country and decided to launch a 
desperate counter offensive. A complete account is given of the 
employer’s attack which, by the aid of employers’ associations, 
the courts, and a check in the upswing of the business cycle 
enabled them to force the union ranks back into the urban centers 
and the wage-earning communities of the mining districts. 

Section II is perhaps the most thorough and authentic analysis 
of radical movements within the American labor unions during 
the past forty years yet written. The story of the class war in the 
mining districts of the West, the fight for dualism led by the West- 
ern Federation of Miners, the intellectualist dualism of Daniel 
DeLeon, and the return in 1911 of the Western Federation of 
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Miners to the fold of the American Federation of Labor is told in 
a through and fascinating manner. 

A complete and sympathetic account is given of the activities 
of the I. W. W. during the period. This organization is described 
as a labor union of unskilled and migratory workers fighting for 
the rights of the “forgotten man.’” After contrasting them with 
the doctrinaire Marxians like DeLeon and the communists, the 
authors describe the advent of the I. W. W. in the East, where they 
sought to organize the unskilled workers in a number of industries. 
The strikes in the textile mills at Lawrence, Massachusetts, and 
in the silk mills at Patterson, New Jersey, are described in detail. 

After tracing the activities of the I. W. W. in the West during 
the latter part of their active existence the authors reach the con- 
clusion that, ‘“The decline of the I. W. W. has been attributed 
to the rise of communism, and to its failure to adapt itself to 
postwar conditions. The decline of the I. W. W. can be more 
plausibly explained by the systematic removal of its leadership 
by imprisonment, itself part and parcel of the intensified hostility 
of the public engendered by war time emotions and interested 
employer propaganda. The marvel is not that the I. W. W. 
declined, but that for seven terrible years it was able to survive 
without crumbling into dust.”’ 

Section IV describes the history of unionism from 1910 to 1920. 
It is shown that during the first three years of this period advances 
in organized labor were limited mainly to the clothing and the 
mining industries. The gain in the clothing industry was of 
special importance because it represented not only an advance in 
membership but also in ‘‘a spectacular conquest of a new province 
for industrial government based upon recognition.”’ 

During the war years organized labor sat in the driver's seat by 
virtue of the fact that the government needed the aid of the unions 
in reducing labor turnover, in stabilizing wages, and in bringing 
about maximum output. The wartime truce, arranged by the 
government, between labor and capital enabled organized labor to 
greatly increase its membership in the old unionized industries and 
to unionize many of those which had been lost by unions many 
years before. This marked progress under government benevolence 
led the labor leaders at the close of the war to believe that organ- 
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ized labor was strong enough not only to retain all of its recent 
gains but also to increase its power in many of the non-union 
industries. This feeling of power led to the post-war militancy 
described in Section IV. The counter attack of the employers 
through the ‘“‘American Plan’’ movement is also discussed in this 
section. 

In their conclusions the authors stress the fact that in directing 
the destinies of the American labor movement, union leaders were 
compelled to shape their policies to the American environment and 
to labor mentality. However, union leadership during the period 
made many costly blunders, especially in the steel strike of 1901 
when ‘‘a gesture of solidarity by the Federation and the coal 
miners’ might have meant a victory for labor. Also the failure 
of labor leaders to purge the individual unions of graft and dis- 
honesty proved costly to the cause of organized labor. And 
lastly, the easy surrender to business philosophy during the late 
“twenties “‘seems to have been another strategic error.’’ In 
conclusion, the authors state, “‘if historians are empowered to 
render verdicts on those who are making history, the verdict is 
that the general plan of labor’s campaign through the forty years 
shows an appreciation of realities, but that several critical defects 
came from lack of mutual co-ordination of labor's fighting forces.” 

These volumes are, without exception, the most comprehensive 
and authentic history of the labor movement in the United States 
published up to the present time. Their addition to Volumes I 
and II makes this monumental History of Labor in the United States 
one of the most complete ever published in any country. 


On Quantitative Thinking in Economics. By Gustav Cassel. New York 
and London: Oxford University Press, 1935. Pp. vii,181. $2.25. 

The subject matter of Professor Cassel’s new book, quantitative think- 
ing in economics, has long been a favored question for debate among econ- 
omists. A contribution, regrettably short, to this discussion from an 
eminent economist is therefore particularly welcome. The aim of Cas- 
sel’s little volume is to offer some critical and constructive remarks on 
quantitative thinking in economics with a view to raising it to a standard 
equal to that obtaining in other fields of modern science. His book is 
not a systematic discussion of the use of quantitative methods in econom- 
ics; but a collection of essays on many topics—methodology, production, 
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money, income, prices—in which the use of quantitative methods as a 
supplement to theoretical analysis is illustrated. 

There is considerable difference of opinion as to what constitutes quan- 
titative thinking in economics. There are statisticians who would deny 
that Professor Cassel makes use of quantitative methods. It is clear that 
Cassel does not analyze statistical data with a view to determining what 
economic principles may be learned from them. His is the method of 
deduction. Statistical data are utilized as illustrative material. That 
this is a valid and important use of statistics no one can deny. It is not 
the method of induction that prevails in many of the physical sciences. 
Cassel’s use of quantitative concepts may be illustrated by his theory of 
the relationship of the normal price level to the relative stock of monetary 
gold. 

For more than a century the view has been common that long period 
changes in the price level are due to changes in the relative production of 
the money metals and the production of gold and silver. Professor Cas- 
sel undertook to give precision to this view. He found that in 1850 and 
in 1910 the index numbers of wholesale prices in England were equal. 
He concluded that the increase in the stock of monetary gold between 
these years, averaging 2.8 per cent annually, was sufficient to bring about 
equality in the price level in these years. The large upward and down- 
ward swings in prices between 1850 and 1910 occurred because the stock 
of monetary gold did not grow at a constant rate throughout this period. 
The ratio of the actual stock of monetary gold to the normal stock of 
monetary gold, calculated as growing 2.8 per cent annually from 1850, 
Cassel calls the relative gold supply. He shows that there is close con- 
formity of the actual price level to the relative gold supply. Differences 
between the two are attributable to the expansion and contraction of bank 
credit with cyclical fluctuations in business. 

It cannot be doubted that Professor Cassel’s analysis emphasizes an 
important cause of large and continued price movements in gold standard 
countries. His conclusion, however, can hardly be said to be derived 
from statistical analysis. A satisfactory quantitative study of the rela- 
tionship of prices to the increment in the stock of monetary gold would 
have to be more thorough. It would take into consideration that the 
stock of standard money in 1850 consisted not only of gold, but also of 
silver; that the ratio of the stock of standard money to the quantity of 
money of all kinds, including lawful money and deposit money, did not 
remain the same throughout this period; and that the ratio of the quan- 
tity of money to money income changed to some extent in this period. 
Quantitative analysis must seek to allocate to each of these factors its 
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part in determining the course of prices from 1850 to 1910. As it stands, 
Cassel’s study is an example of the use of statistics to illustrate theory; 
it is not an example of quantitative thinking in economics. 

Several of Professor Cassel’s essays are devoted to consideration of 
important concepts in current economic thought. An entire essay is 
devoted to income and its use in which Keynes’s saving and investment 
theory of the value of money and of business cycles is severely criticized. 
Cassel holds that there can be no saving that does not somehow find 
embodiment in investment. Income is paid for production, and all pro- 
duction is investment. If a worker holds part of his wages as saving, 
the investment that corresponds to this saving, writes Cassel, is the 
output of the worker. However, when goods are offered for sale, in- 
vestment is withdrawn, whereas part of the income earned from produc- 
tion may not be used in the purchase of goods. It is impossible to explain 
away such saving that does not find its way into investment for shorter 
or longer periods. It is particularly difficult to reconcile this criticism 
with Cassel’s discussions of the effects of excessive creation of purchasing 
power. If it is possible to have investment without saving, it ought to 
be possible to have saving without investment, for the two are not in- 
evitably linked together. . 2 

Particularly worthy of attention is the discussion of the statistical 
test of the marginal productivity theory of distribution in Professor 
Douglas’s Theory of Wages. Any attempt to verify this theory by com- 
parison of wage and interest rates over an extended period of time is 
certain to be objectionable in its fundamental assumptions, as Professor 
Cassel ably shows. In another interesting essay, the concept of a length- 
ening production period, introduced into economic literature by Béhm- 
Bawerk and recently incorporated in their theory of business cycles by 
Professor Hayek and his followers, is rejected as unreal and immeasurable. 
There has been a revival of interest in this theory in recent literature, and 
although Cassel offers nothing novel in his criticism, he summarizes 
clearly the objections that must be considered. 

The topics discussed in this short volume are of such prime importance 
as to make it indispensible to the economist. It will be difficult to agree, 
nevertheless, that it has done much to raise the standard of quantitative 
thinking in economics. 

University of North Carolina. E. M. Bernstein. 


The Ethics of Competition and Other Essays. By Frank Hyneman Knight. 
New York: Harper and Brothers, 1935. P. 363. 
The relative inaccessability of so much of the significant economic 








84 BOOK REVIEWS 


literature of our day, scattered as it is through many volumes of many 
journals, is greatly to be deplored. The publication of a volume of 
selected essays by Professor Knight should, therefore, be welcomed by 
every serious student of the social sciences; and the editors are to be con- 
gratulated on the result of their labors. 

This book presents largely a selection of essays previously published 
in various sources. The statement of the publishers that a number 
of the articles are published here for the first time refers to a translation 
of *‘Statik und Dynamik,”’ originally in the Zeitschrift fur National dko- 
nomie, Vol. II (1930), and ‘“‘Economic Theory and Nationalism,’’ a 
revision and extension of a paper presented at the 1934 meeting of the 
American Economic Association. 

There are not many articles in the journals so eminently reprintable as 
these contributions of Professor Knight, and the actual bulk of his lit- 
erary output may prove surprising to many who glance at the very help- 
ful bibliography prefaced to the volume. When one considers that the 
author is master of a superlatively concise style of presentation that no 
doubt often has been the despair of those who would read as they run, 
one realizes more than ever the great depth and range of his actual con- 
tribution to the economic thought of today. Furthermore, his manner 
of concentrated presentation is ample assurance that the book under 
discussion will not prove to be merely a handful of chips gathered as the 
by-product of some more grandiose literary project. 

Although the volume does not pretend to be in any strict sense a 
synthesis of the author’s thought, yet the papers submitted reflect a 
highly consistent point of view, steadily developed over the dozen years 
covered by the essays. As an example of this, the following quotation 
from ‘‘Statics and Dynamics"’ can be fairly understood only in the light 
of Professor Knight's strictures upon the limitations of mechanistic 
price theory: “‘Philosophically, the possibilities of inquiry along the 
lines of a serious working out and carrying over of the mechanical 
analogy, and the determination of its applicability and limitations, seem 
to the writer most alluring’’ (p. 164). The author has also significantly 
said (and the statement is perhaps more attractive to most American 
economists): ‘The first main task of the paper was therefore to enu- 
merate the more fundamental and obvious limitations on this tendency 
(to quasi-mechanical equilibrium), or counter-tendencies which are in 
many cases quite as important as the tendency itself’’ (The Ethics of Compe- 
tition, p. 75). 

The first three papers in the volume are the well-known ‘“‘scope and 
method”’ articles originally published in the Quarterly Journal of Economics, 
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1922-1925. This might well be entitled ‘‘scopes and methods’’ of disci- 
pline dealing with human conduct. ‘‘...iaere is room in the field 
of conduct for three different kinds of treatment: first, a scientific view, 
or economics; second, a genetic view, or culture history; and third, for a 
Criticism of Values’’ (p. 40). ‘“‘It would certainly conduce to clarity 
in thought and expression if all use of the term science were restricted in 
its reference to the intellectual methodology for the study by an active 
student, of a passive subject matter, a subject matter observed and/or 
manipulated without recognition of any interest or ‘point of view’ of 
its own, and which consequently is not consulted either about the study 
itself or about the meaning or use of its results’’ (note, p. 339, Economic 
Theory and Nationalism). 

The general tenor of the earlier papers appears to indicate a desire to 
clear the ground for a study of price economics by sweeping away, from 
the area it should occupy, all obtrusive, incompatible elements, and shed- 
ding upon it a merciless critical light. Although there is continuous 
emphasis upon the necessity for approaches other than mechanistic, 
there is nothing approaching the extreme strictures of recent years. 
‘My own feeling about price and utility mechanics tends to be one of 
impatience. What such inquiry has to say about real social problems is 
relatively little, though extremely vital. Also it is rather preliminary. 
It should be, and could be, said without gross error in limited compass 
and the way cleared for discussion of larger issues. Failure to do this 
leads naturally to the tendency to repudiate it altogether’’ (American 
Economic Review, Vol. 24, p. 238). 

The central section of this collection of essays is devoted to studies in 
the field of price economics. It includes several of the articles contributed 
to The Encyclopaedia of the Social Sciences, and, more notably, those fine 
expositions on ‘‘Cost of Production and Price over Long and Short 
Periods’ and on ‘‘Fallacies in the Interpretation of Social Cost." It is 
lamentable that these articles, now in print for more than ten years, 
have been ignored in much of the academic exposition of cost theory. 

The concluding essay, ‘‘Economic Theory and Nationalism,’’ which 
takes up the last quarter of the book, will doubtless arouse the most 
general interest. It presents a critical examination of ‘‘three systems of 
economic institutions ... economic individualism, economic democ- 
racy or socialism, and fascist-nationalism. The world of what we call 
European civilization appears to be in a state of transition from the first 
to the third; the second is not really an intermediate stage, but rather an 
alternative goal which the historical movement, as might figuratively 
be said, once tentatively chose, but after a little progress in that direc- 
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tion, changed its mind’’ (p. 277). The approach is consciously theoretical, 
and the material is the world scene of the last one hundred and fifty years. 
Of course, it is today ‘‘a question of by no means merely academic interest 
to inquire into the strength and weakness of ‘free’ institutions in the 
political as well as the economic realm’’ (p.295). The point of departure 
is an examination into the connection between economic theory and 
reality (pp. 277-292); the goals, based upon the examination of the 
historical evidence, are suggestions as to the connection between “‘social 
science and social action’’ (Social Action as an Intellectual Problem, pp. 338- 
359). 

Much of the material is devoted to the examination of the first two of 
these ‘‘systems of economic institutions.’’ The discussion of democracy 
and its historical association with free enterprise is as stimulating as it 
is gruesome. “*.. . democracy is competitive politics, somewhat as free 
enterprise is competitive economics though inherently a competition for a 
monopolistic position .. ."’ (p. 292). ‘And the main weakness is the 
same in both cases . . .; it lies in the natural, cumulative tendency toward 
inequality in status, through the use of power to get more power”’ 
(p. 296). 

The discussion of “‘Economic Theory and Socialism’’ (pp. 306-318) is 
a telling attack upon socialistic economy. It will be repellent to many 
“‘liberal’’ economists, who may prefer to take what comfort they can 
from the following: ‘‘All I am interested in showing is that it is difficult 
to discuss the main issue in terms of fact and logic, and that extreme 
opposites of the claims for socialism (as a ‘democratizer’) are as reason- 
able as the claims themselves’’ (p. 317). 

A minor reason for hoping that there will be a re-issue of this fine 
volume lies in the number of typographical errors, many of which, how- 
ever, have been corrected in the accompanying list of errata. One sen- 
tence is substantially repeated within a few pages (pp. 293 and 298). 
Perhaps, however, this was not unintentional on the part of one who so 
fruitfully used the ‘‘game’’ analogy in his examination of social life. 
‘“‘A game in which winning increases power to play cannot go on for 
long without a real ‘new deal’—to be distinguished from problematical 
changes in the rules referred to by that term in current American political 
slogan-mongering.”’ 

The Woman's College, Cuarzes J. SHOHAN. 

University of North Carolina. 


Agrarianism: A Program for Farmers. By Troy J. Cauley. Chapel 
Hill: University of North Carolina Press, 1934. Pp.211. $1.50. 
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This book by Dr. Cauley is an economist’s cordial support of a 
movement that has possessed a subtle allure for many of us here 
in the South in these latter years of disillusion. It will doubtless 
be true, therefore, that Southern confessors of agrarianism, who 
have hitherto bulwarked their case with more of literary talent 
and historical nostalgia than of economic analysis, are likely to 
accord it a grateful and uncritical reception to the more or less 
revealed literature of the subject; and, on the other hand, eco- 
nomic theoreticians of the hardboiled variety are likely to cast it 
aside in a shower of dogmatic expletives. The fact is, the book 
deserves neither fate, for it is of real service in bringing the re- 
flective reader face to face with problems of policy and direction 
that are fundamental to the economy and society of the South and, 
in perhaps a slightly lesser degree, to the economy and society 
of the nation at large. 

From the standpoint of critical evaluation, it is possible, of 
course, to find fault with much of what Mr. Cauley has written. 
Some of his earlier pages appear a trifle self-conscious in regard to 
their institutional explanation, as if their writer were a little 
overeager to do dialectical battle for institutional economics. 
His insistence on the failure of agriculture as a money-making 
economic enterprise might have been moderated and benefited, 
without essential alteration of his basic point, by a livelier sense 
of historical and contemporaneous perspective. Certain of his 
remarks on the scarcity-creatins aspects of capitalistic production, 
on machine technology, on i: stallment buying and debts, and on 
some other matters, are frequently lacking in expository precision 
and, by virtue of unclarified implication, leave him unnecessarily 
open to the sort of heckling flank attack that diverts attention 
from the main questions at issue. More especially, the analysis 
of capitalistic price competition as an automatic remedial agency 
for agricultural maladjustments is sure to be challenged as less 
than a judicious and sophisticated presentation of accepted theory. 

For instance, Mr. Cauley makes much of the idea that agri- 
cultural competition under capitalism does not eliminate the least 
effective agricultural producers, but that, indeed, its tendency is 
to eliminate the better-equipped, good-land farmers, the while the 
so-called submarginal farmer remains serenely in his place (pp. 
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64 et seq). No one, of course, would deny that there are significant 
differences, as Mr. Cauley suggests, between the operation of price 
competition in agriculture and in industry, and few would be in- 
clined to question the belief that free competition in agriculture is 
not uniformly subserving a maximum long-run or short-run 
economic advantage, either for agriculture itself or for society 
as a whole; but Mr. Cauley supports his opinion by reasoning that 
seems to do little serious damage to a careful statement of the 
marginalism he is at pains to traverse. Thus, the argument that 
the more capitalistically organized, better-land farmer is in greater 
danger of financial bankruptcy during periods of agricultural 
recession than is his less capitalistically organized neighbor, whose 
burden of capital indebtedness is likely to be small, seems to imply a 
too-complete identification of operating efficiency with capitaliza- 
tion and to rest upon an insufficient differentiation between the 
effects of sunk costs and operating costs, particularly in an enter- 
prise in which sunk costs so largely represent the capitalization of 
land. From a factual standpoint, moreover, the abandonment of 
land during the agricultural depression since 1920 has not been 
heaviest in the regions of greatest agricultural capitalization or in 
regions in which the tendency toward financial bankruptcy has 
been most notable, but rather in the areas—such as the South- 
east—in which unit operating costs have been excessive. Again, 
the argument that the non-commercialized, so-called submarginal 
farmer is frequently outside the competition of commercial crop 
production and thus uninfluenced by price depressions is obviously 
true, and it is pertinent as a fact in an agrarian approach to the 
resolution of agricultural problems, but it has little bearing as a 
reflection on the competence of customary theories of agricultural 
competition. Even the most doctrinaire have not claimed that 
those who place themselves beyond the forces of competition will 
be eliminated by it. 

And soon. It must be acknowledged, however, that criticisms 
of this kind do not squarely confront the case Agrarianism makes. 
In the end, the reviewer is not at all certain that its case can easily 
be dealt with, for in writing Agrarianism the author has maintained 
a firm hold on a truth too often urbanely ignored in modern 
economics, namely, that a pecuniary calculus and a welfare cal- 
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culus are by no means identical. There is in his mind little or 
none of the current confusion between wealth and welfare and 
little of the naive modern feeling that if we will but pile up enough 
of goods and services the millenium will surely arrive. In in- 
ferentially casting aside such notions, Mr. Cauley has also cast 
aside most of the implicit standards that so largely constitute the 
stock-in-trade of contemporary economics and economists. As a 
consequence, his book will seem bewildering to many, and he is 
likely to be accused of being mystical and emotional; but it may 
well be true—the reviewer is inclined to believe it is—that in his 
non-pecuniary way of thinking there lies the possibility of a closer 
approach to fundamental realities than is usually hit upon in 
most attempts to relate economics to human beings. Mr. Cauley 
and many of his fellow agrarians deserve genuinely respectful 
attention, whatever may be the disagreement concerning the 
standards of welfare they set up or their suggested means of attain- 
ingthem. This is especially true in an area in which the pecuniary 
calculus, even in its own terms, seems to be attaining something 
considerably less than perfection. 
The University of Georgia. Matcotm H. Bryan. 


Economic History of Europe. By Herbert Heaton. New York: 

Harper & Brothers, 1936. Pp. xii, 775. $3.50. 

The appearance of a new book on the economic history of Europe 
is to be welcomed as still another indication of a growing realiza- 
tion of the importance of the study of the past. The author’s 
task is indeed formidable. Not only does the wide scope of the 
subject demand encyclopedic knowledge; but if the presentation 
is to be anything but an inert and lifeless chronicle, there must be 
continuity and proportion in a realistic analysis of the actual 
problems that have faced men in the course of economic evolution. 

The Economic History of Europe begins with pre-historic times. 
Four introductory chapters chronicle the ebb and flow of economic 
life in ancient and classical times. Seven chapters on mediaeval 
problems are followed by five on the events of the two hundred 
years that began with the discovery of America. The remaining 
fourteen chapters deal with the epoch making changes of the last 
two centuries. One of the outstanding merits of Professor 
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Heaton’s work is based on the sense of proportion that devoted 
almost half the pages to the period before 1700. One regrets, 
however, that the thirty chapters are not arranged under the 
logical division implied by the inclusion of chapters introducing 
the mediaeval, early modern and modern periods. 

The treatment of pre-history appears to give insufficient emphasis 
to the industrial and agricultural changes that set the main pattern 
of economic life until the nineteenth century. The absence of 
mention of the possibility of climatic change weakens the descrip- 
tion of the spread of civilization and the development of economic 
institutions in Europe. The story of Greece and Rome is a chron- 
icle that fails to rouse in the mind of the reader the realization that 
inability to cope with economic problems finally brought Western 
Europe to the lowest level of trade and industry in civilized times. 

‘The Makers of Mediaeval Economic Society’’ must be taken 
as the key chapter of the period. Presenting a very careful de- 
scription of the Eastern Empire, the Italian cities, the church, the 
Moslems, the Germans and the Norsemen, the section, neverthe- 
less, fails to create an attitude of anticipation. The utter absence 
of an adequate treatment of feudalism is in contrast to the careful 
descriptions of manor, trade and guilds. 

Turning to ‘““The Making of the Modern World’’ we find an 
attempt to set up the problems of the early modern period in terms 
of the Renaissance, Reformation, national states and new dis- 
coveries. The following chapters contain some well written and 
interesting material on the development of commercial organiza- 
tion and national economic policy. 

The chapter on the ‘‘Economic Characteristics of the Last Two 
Centuries’’ begins with a list of eight developments that have 
fashioned the economic structure of to-day. The remaining pages 
contain excellent descriptions of the progress of invention, trans- 
portation, agriculture and business fluctuations. Continuity is 
slight, and the final chapter with its statistical treatment of the 
trend of economic welfare fails to reach a climax or rouse in the 
reader a feeling of keen intellectual curiosity as to future de- 
velopments. 

No one can read the pages without being impressed by the clear 
and lucid style, the wide range of material and the abundant evi- 
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dence of careful workmanship. The chapters contain veritable 
mines of information. The inclusion of periodical literature in the 
bibliographies is a very attractive feature of the book. 

Sequence and method, not content, seem to attract one’s critical 
attention. The introductory chapter does define economic history 
as the study of a wants-effort-satisfaction sequence; but there has 
been little attempt to set up problems in broad outline, indicate 
means and discuss solutions. The book appeals to the passive 
rather than to the active part of the intellect. It will be the joy 
of the undergraduate who wishes to obtain the essential facts 
carefully arranged in chronological sequence; but it is not likely 
to transport the student in spirit to times and places when and 
where individuals and nations faced almost unsurmountable prob- 
lems and came to epoch-making decisions. 

These criticisms must not blind one to the merits of Professor 
Heaton’s volume. Had the title been ‘Essays in European Eco- 
nomic History’’ the contents would have fully justified the appella- 
tion. ‘The book,’’ according to the preface, ‘‘is intended for 
students, ... who have done no previous work in the subject, 
apart perhaps from a brief excursion to a mediaeval manor or the 
Industrial Revolution in a general course of European history.”’ 
For such the volume has value when studied under the direction 
of a teacher capable of setting up problems and awakening and 
sustaining interest. 

University of Virginia. D. Crarx Hype. 


Business and Government. (Second Edition). By C. C. Rolfing, 
et al. Chicago: Foundation Press, 1935. Pp. 605. $4.00. 
This work appeared in first edition in 1934, being designed to 

meet the growing need for a textbook on the relationship of gov- 

ernmental authority to modern business and industry. The rapid 
progress of government control of business during the present 
national administration has made necessary a revision of the first 
edition in order to place in the hands of students important new 
material. 

The present work is smaller in size by nearly one hundred and 
fifty pages. This fact makes it more nearly possible to cover the 
entire subject matter in one quarter or semester. A shift in em- 
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phasis placed upon certain parts of the material covered has been 
made. Six chapters of the first edition no longer receive separate 
treatment. A number of chapters have been combined and five 
entirely new chapters have been added. These include ‘‘Encour- 
agement of Utility Monopolies and Holding Company Regu- 
lation,’ ‘‘Government Competition with Private Enterprise: 
T. V. A.,”’ ““Highway and Air Transport Regulation,’’ ‘‘Govern- 
ment Control of Credit,’’ and ‘‘Social Security.’’ The added 
material is of significant current interest. 

The standard set in the first edition for clarity and directness of 
style has been maintained. As business men demand certainty and 
directness in regulations requiring their compliance, the student is 
appreciative of the same qualities insofar as this is possible in 
measures not without their controversial aspects. The work is 
thus factual as opposed to theoretical or speculative. A valuable 
practical feature is continued by providing problems for solution 
at the end of each chapter. A carefully selected bibliography also 
follows each chapter. A useful new feature is the Constitution of 
the United States placed in an appendix. 

The approach to the subject is essentially legal in character, 
that is to say, business finds its most powerful and far-reaching 
controls in constitutions, statutes, judicial decisions, and the 
determinations of administrative commissions. Almost three 
hundred judicial decisions are cited, a great many receiving detailed 
consideration, including the most recent decisions of the Supreme 
Court involving New Deal legislation. The influence of powerful 
pressure groups is outlined and it is made apparent that business 
and government really come to grips over legislation designed to 
subject business to new or different forms of control. Business 
interests challenge the validity of such statutes, constitutional 
questions are raised, which are of the greatest significance to busi- 
ness and industrial interests. In line with the emphasis upon 
legal control, the work opens with a discussion of the Constitution 
of the United States and the protections it affords to business men. 
Particular attention is given to the provisions of the Constitution 
dealing with commerce and the rights of persons under the due 
process and equal protection of the law clauses. The power of the 
states to regulate business under their police powers is treated in 
this connection. 
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In dealing with “‘Anti-Trust Legislation’ one might expect to find 
a brief historical statement giving the reasons for the passage of 
the Sherman Act, and this omission is undoubtedly to economize 
space. The authors portray very clearly the shortcomings of this 
legislation, the floundering of the courts in dealing with it, its 
disastrous effects upon the extractive industries and the many 
exemptions from its application. Proposed improvements of this 
legislation are appraised. One would naturally expect to find a 
more adequate consideration given to the contentions of those who 
believe that these laws have upon the whole proved very beneficial. 
J. D. Clark, in his work on The Federal Trust Policy, devotes his 
last chapter to “‘A Successful Statute,’’ concluding that the 
Sherman Act is an example of perfect legislation. A brief outline 
of the contentions of such supporters of the legislation would round 
out the picture. The treatment of the judicial interpretations of 
the Act is admirably done. 

In dealing with ‘‘Unfair Trade Practices’ and the work of the 
Federal Trade Commission, the authors have outlined the pro- 
cedure of the Commission and covered the range of its activities 
in adequate manner. Perhaps the cramping of the activities of 
this body by judicial decisions might be further emphasized. 
More elaborate consideration of this agency might have been 
justified now, since code regulations have ceased with the demise 
of NIRA. This fact may bring this Commission back into prom- 
inence. 

Many excellent features of the work can only be mentioned. 
The chapters on railway regulation, regulation of security issues, 
government control of credit, and labor problems are ably handled. 
The effect of public debt and the burden of taxation upon business 
is a matter of grave import to the business world. Chapters upon 
this subject and highway and air transport regulation are sub- 
stantial additions found only in the second edition. 

A spirit of fairness in presenting both sides of controversial 
questions characterizes the work. An absence of the advocacy 
of particular reforms is in line with this policy. 

In the preface the authors state the purpose of their work as 
follows: ‘“The objective has been to arrange a volume which 
would provide the reader with the requisite background for the 
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comprehension of the scope and the effect of governmental policies 
upon business and at the same time to stimulate the intellectual 
curiosity of the student."’ In attaining this objective, the authors 
have in a high degree been successful. 

University of North Carolina. R. J. M. Hosss. 


The Development of Modern World Trade. By Isaac Lippincott. 
New York: D. Appleton-Century Company, 1936. Pp. xxi, 
566. $4.00. 

The author is widely known in this country through previous 
publications among which Economic Development of the United States 
and Economic Resources and Industries of the World are the most im- 
portant. This new work, to a not inconsiderable extent, covers 
material dealt with in earlier publications of the author. 

“Modern world trade’’ in this case means international trade 
since 1870. How many historians share the author’s belief that 
1870 marks a major turning point in the economic history of the 
world is an open question. The reviewer would hesitate to admit 
that by 1870 the Industrial Revolution had passed the ‘‘period of 
preparation.’’ It would seem that the so-called Industrial Revolu- 
tion is a succession of many economic revolutions, each of which 
has its own periods of preparation and fulfillment. Hence, it 
would seem that one can hardly point to a single date as ending 
the ‘period of preparation.”’ 

This book is a textbook. Perhaps one could argue that it was 
really three textbooks squeezed into one. In the introductory 
chapters, comprising less than half a hundred pages, the author 
attempts a summary of economic history and the principles of 
economic geography. The remainder of the book is divided into 
three parts as follows: Trade of the Political Divisions (13 chapters 
covering 228 pages), Commodities of Commerce (9 chapters 
covering 145 pages), and Commercial Facilities (8 chapters cover- 
ing 125 pages). 

Of the 13 chapters dealing with Trade of the Political Divisions 
four are devoted to the United States, one each to the United 
Kingdom, Germany, France, and Japan, while five chapters cover 
the rest of the world. The commodity chapters are distributed as 
follows: one on manufactured products, two on minerals, one on 
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forest products, one on grains, two on fibers, one on meat, and one 
on hides and leather. The emphasis throughout is on inter- 
national trade. The last part deals with trade routes, ocean 
shipping, risk bearing, foreign investments, theory of international 
trade, and commercial policy. In other words, this one book 
covers large portions of the fields ordinarily covered separately 
by books on economic geography, on commercial commodities, 
and on theory and practice of international trade. 

Since the book is evidently designed exclusively for textbook 
use, its merits must be appraised in terms of curricular service- 
ability. The reputation of both the author and the editor—the 
book appears in The Century Studies of Economics, edited by 
William H. Kiekhofer—would indicate that curricular needs for 
such a new compilation of text material exist. Of that the re- 
viewer does not claim to be a competent judge. 

The reviewer does feel, however, that too much ground has 
been covered and that in a manner not altogether fortunate. There 
seem to be two main methods open to those who wish to present 
large aggregates of factual data in pedagocially significant form. 
One is the encyclopaedic method, the other that of functional 
penetration yielding carefully worked-out principles and trends. 

The author has used neither. Instead he describes in easy 
flowing style. Such descriptive treatment of well-nigh unlimited 
subject matter in short space involves the risk of vagueness and 
incompleteness. (The latter refers not to details but to essentials.) 
This risk the author has not fully escaped. 

The book is designed for use in classes of economic history and 
foreign trade practice. The title will appeal to the former, the 
content more to the latter. 

University of North Carolina. E. W. ZIMMERMANN. 


Money. By Edwin Walter Kemmerer. New York: Macmillan 

Company, 1935. Pp. xii, 406. $2.50. 

In his most recent book, Professor Kemmerer makes a contribu- 
tion to the literature of the theory and history of money, which, 
though excellent in some respects, leaves something to be desired 
in others. Characterized by a pleasing, simple style and by a 
smooth progression of the author’s reasoning, the work further 
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commends itself by a superior organization of the material pre- 
sented. 

Devoting more than half his pages to historical lessons, Kem- 
merer offers excellent brief descriptions of the unfortunate experi- 
ences of the French assignats and the German mark, and recounts 
in some detail the history of the English paper standard (1797- 
1821), of French and American bimetallism and of the silver con- 
troversy in the United States. Upon the history of the greenbacks, 
his account of the resumption of specie payments seems incomplete 
by reason of his failure to show adequately the difficulties inivolved 
and the fortuitous developments in agricultural production 
in this country and abroad which facilitated the return to 
gold. A minor point in this question of resumption and of silver 
concerns the réle of Spain in the changes in monetary demand for 
gold and silver after 1870 (p. 367). It is true that Spain adopted a 
gold unit in 1874, but never in its Christian era has it adhered to the 
gold standard. Not until the World War did its gold stock 
achieve importance relative to the total world monetary supply of 
gold. Hence, the increased demand for gold in the 1870's was due 
almost entirely to action by the other countries mentioned by the 
author. 

The treatment of monetary theory, however, is that with which 
the reader is more apt to be dissatisfied. Money he defines by its 
functions (p. 8); these include (pp. 10-11) its use primarily as a 
medium of exchange, secondarily as a common measure of value, 
as a standard of deferred payments, as a storehouse of value, and 
as bank reserves. With so few nations upon the gold standard in 
the last twenty years, the penultimate function above has little 
connection with reality. His concept of money as a storehouse of 
value, however, does not place the emphasis upon the money 
commodity as does, for example, Laughlin. In his classification 
of money (pp. 13-16) Kemmerer omits entirely bank deposits. 
Later (pp. 53-54) he holds deposits, under normal conditions, to 
be a function of money. From the standpoint of the effect of 
changing quantities of money upon prices and of the control over 
money, therefore, his concept appears to be too narrowly limited. 

In his discussion of the quantity theory he ignores the criticisms 
and contributions of more recent writers and relies largely upon 
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the formula advanced by Fisher in his Purchasing Power of Money. 
For example, controversial questions raised by Keynes, Hawtrey, 
Hayek, Currie, and others in the last fifteen years receive scant or 
no consideration. The application of the theory of money and the 
principles of foreign exchange to the rates of exchange between 
two countries, one of which is on a paper standard, though ably 
presented, contains only exposition and no critical analysis of the 
theory of purchasing power parity. There is no specific section 
devoted to the relationshp between the monetary supply and 
business cycle theory; most of his discussion on this subject is to 
be found in the chapters dealing with bimetallism and the silver 
controversy. And his treatment of the problem of a managed 
currency is restricted largely to an able analysis of Fisher's proposal 
of a commodity dollar. 

On the whole, however, the nature and operation of the several 
monetary standards is excellently presented. Professér Kemmerer 
draws freely from his rich experience as financial adviser to many 
nations. His description of the gold exchange standard is ex- 
ceptionally lucid. And, while in many ways the discussion of 
theory appears to be short and incomplete and seems to avoid cer- 
tain controversial phases of the subject, criticism inevitably must 
be tempered by the fact that Volume II, on Banking} remains 
to be published and will undoubtedly comprehend some of the 
questions raised above. 

Duke University. W. H. Derapiane. 


Management of an Enterprise. By C. Canby Balderston, et al. 
New York: Prentice-Hall, Inc., 1935. Pp. xiv, 470. $5.00. 
This addition to the field of management literature represents 

the collaborated effort of three authors, all members of the faculty 

of the Wharton School of Finance and Commerce, University of 

Pennsylvania. The stated purpose of the book “‘is to provide, fof 

students and business executives, a well-balanced treatment or 

management essentials.’’ However, the scope of the work is bet- 
ter indicated by its title than by its stated purpose. It deals more 
specifically with the management of factory operations than with 
the whole of management essentials. Although it has value to 
the business executive as a summary of his reading and experience, 
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it seems to be designed essentially as an introductory text for 
students of management. 

As a text within this particular field, its main contributions are 
of two kinds. The first is evidenced in the organization of the 
material of the book. A definite effort has been made to proceed 
from the tangible, and hence more easily grasped phases of indus- 
trial management, to the intangible and more complex phases. 
“It begins with product and with physical facilities; it ends with 
organization and with personnel relations.’” The second con- 
tribution lies in a generally successful attempt to adapt realistic 
illustrative problems to the essentials of factory management. 
To students without shop or factory experience, this approach 
offers obvious advantages over either a distinctly problem method 
of presentation or a mere statement and elaboration of principles. 

The material of the text begins with a brief discussion of the 
place, nature, and motives of business management. After this 
introduction an analogy may be drawn between the treatment of 
the essentials and a river. Here the product may be likened to 
a boat at the mouth of a river. One can use this vessel as a means 
for retracing up the stream the route which the boat (product) 
traveled to reach the sea (market) and for studying the factors 
(tributaries) contributing to the trip downstream. First the main 
body of the river (physical facilities) is viewed. And then in 
logical order the tributaries—power; heat, light, and ventilation; 
incentives; standards of output; inspection; et cetera—are each dis- 
cussed in turn. Finally, those factors controlling the flow and 
route of the boat (planning, budgets, organization, and personnel) 
ate reviewed. This method differs from the usual approach and 
offers the advantage of passing from the simple to the more com- 
plex, from that with which the student has some familiarity to 
that where his experience is inadequate. 

From the point of view of individual interest, the book may 
appear to lack balance in the relative amount of emphasis placed 
upon different management essentials. The space devoted to 
planning, budgeting, and personnel seems limited in consideration 
of their complexity and in comparison with the space given some 
of the more tangible phases of management such as product or 
plant facilities. There is sufficient material within these chapters, 
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however, to provide a basis upon which the instructor or student 
may supplement the text. A selected bibliography at the end of 
the book offers aid for further study. The authors’ excursion 
into the control of sales and the setting of selling price while 
omitting a discussion of buildings and plant location indicates that 
the field of management has not been adequately bounded. The 
task yet remains for someone to define consistently the field of 
study under the title of ‘“‘Management’’ in the undergraduate 
curriculum. 

As a whole, the text satisfactorily meets the needs of a semester 
introductory course for students of management; for executives 
it offers a review of modern management practice in a brief and 
interesting manner. 

Duke University. J. Maynarp Keecu. 








STATE NEWS 
KENTUCKY 


The regular session of the legislature adjourned recently. An 
extra session called especially to enact a comprehensive state 
reorganization bill, is now sitting. The regular session, among 
other measures, enacted the following: 


The ‘slow count”’ sections of the election law were repealed and vote-counting will now 
start as in other states. 

The state recording tax on chattel mortgages not exceeding $200 was repealed. 

License fees for all privately owned passenger cars were reduced to $4.50, and the fee for 
trucks owned by farmers was reduced to the same figure. 

A law to submit a constitutional amendment to permit consolidation of county and city 
governments, and another to submit to the voters an amendment to the constitution which 
would permit submitting more than two constitutional amendments at one time. 

Third class cities were authorized to adopt city manager government by a majority vote in 
a referendum. 

Municipally owned utilities were exempted from control by the state public service com- 
mission. 

The real estate tax for state purposes which was reduced from 30¢ on the $100 to 5¢ by the 
General Assembly in 1934, was abolished entirely. 

The 3% retail sales tax was repealed, to take effect immediately. 

A code of fair competition for merchants was set up. 

A local option bill provides that counties and precincts may become dry territories. 

Newspapers were exempted from being compelled to reveal sources of information. 

Double liability for state bank stockholders was repealed. 


The repeal of the retail sales tax and of the real estate tax for 
state purposes has produced a serious revenue problem, which the 
legislature has not yet faced. 

University of Kentucky. RopMAN SULLIVAN. 


NORTH CAROLINA 


A coérdination meeting of the representatives of all federal 
departments and agencies in North Carolina was held in Raleigh 
on December 18, 1935. From the reports presented at that meet- 
ing, which have been published by Robert M. Gantt, State Director 
of the National Emergency Council, it is possible to get a fairly 
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good picture of federal activities and expenditures in the state. 
Below is given a summary of some of the more important facts. 
In most cases the period covered by these reports is from either the 
inception of the organization of May, 1933, until November or 
December, 1935. 


No. of Items Amount 

Farm Credit Administration 

Land Bank and Commissioner loans.............. 17,246 $28, 011, 361 

Production Credit Association loans.............. 28,532 7,497,047 

Bank for Codperatives loans. . SE nae ne I, 150,400 
Agricultural Adjustment Administration 

Rental and benefit payments... ee ee 26,159,194 
Public Works Administration 

Applications (484) received for.................. 1,259 jobs 68,353,921 

ESE at ee eee 188 jobs 9,762,787 

Additional projects approved.................005 247 jobs 8,282,297 
Works Progress Administration 

Projects in operation........ cates 975 7049, 311 
Federal Emergency Relief Adminincation 

I NI i550 ce oc o5ic os9'> wns S008 Seles 42,000,000 
Civil Works Administration...................0005 13,000,000 
Home Owners Loan Corporation.................+- 12,000 30, 530,679 
Federal Housing Administration 

I sinc oom nice ¥<n05s 40 vis euntninresice 3,393 1,496,933 

PPI. osc ihesos gcc asaccwien sancees 635,615 
National Youth Administration..................- 190, 827 
Reconstruction Finance Corporation, 

Commodity Credit Corporation, and Mortgage 

Company loans (estimated)...............+0-- 70,700,000 

National Reémployment Service 

IID 3 i55.-055.0'9:0.0 000s obec eens nweven’ 564,280 

I ins sain enn. 060hinssegeeetaenss 256,558 
Resettlement Administration 

Rehabilitation PrOgram...........0.000s 04000050 6,996 families 


Land nse projects—four approved covering 103,000 acres, involving 2,989 em- 
ployees and a total cost of $2,055,938. 

Resettlement community projects—five tentatively approved, involving 31,843 
acres, 640 families, 2,950 employees, and a total cost of $2,742,845. 


The State Director of the National Emergency Council has 
published a Directory of Federal Agencies in North Carolina for refer- 
ence purposes. 


On January 21, 1936, after several years of study and negotia- 
tions, committees representing bondholders and the various gov- 
ernmental units announced an agreement for the readjustment of 
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the debts of Buncombe County, the City of Asheville, and certain 
special districts. The total debt involved is over $43,000,000, 
constituting the largest default in the state and one of the largest 
in the South. In general, new term bonds maturing in 1976 will 
be issued for all old bonds. Interest rates on the new bonds are 
on a sliding scale, rising from a low of 1% for the first three years 
to a maximum of 4% for the last ten years. With certain minor 
exceptions, all interest accruing before July 1, 1935 is cancelled. 
A revolving fund to be set up from collections of delinquent debt 
service taxes of past years will constitute a source from which 
the units may borrow for current operations. Mandatory levies 
for debt service are specified for the whole period covered by the 
new bonds; if the yield from these exceed interest requirements, 
the excess may be used for retiring bonds tendered by holders after 
public notice. 


Starting from a cash overdraft of $2,310,497 on July 1, 1935, 
the General Fund of the state improved so much in seven months 
that it showed a cash balance of $1,124,753 on January 31, 1936. 
The prospects are that the state will end its fiscal year with a 
comfortable surplus. In addition, two large estates are in process 
of settlement, one of which is involved in litigation. The in- 
heritance taxes on these will probably be paid in the near future, 
adding a sum estimated at over $2,000,000 to the state’s revenues. 

Duke University. B. U. Ratcurorp. 


VIRGINIA 


The General Assembly of Virginia adjourned recently after 
defeating practically every piece of social legislation coming 
before it in 1936. The bills defeated were as follows: the unem- 
ployment insurance bill; the old age pension bill; the bill to limit 
women’s work to eight hours a day; the bill to require fire escapes 
on two-story factories and other buildings; the mine safety bill to 
provide better working conditions for miners; the anti-injunction 
bill, to protect strikers in labor disputes; the bill to eliminate the 
poll tax as a prerequisite for voting; the elevator inspection and 
boiler inspection bills; a bill providing for the inspection of 
scaffolding used in construction work; and the amendment of the 
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workmen's compensation bill to provide for occupational disease 
cases. 


A bill was passed providing for the appointment of a commission 
to study the cost of old-age pensions. An appropriation of $20,000 
was made for that purpose. The General Assembly also appro- 
priated $1,530,000 for relief in Virginia for the next biennium. 


Another measure passed by the General Assembly was the 
tobacco control bill which is designed to give the tobacco farmers 
a measure of protection comparable to that provided for them 
under the now outlawed AAA. In order to make the provisions 
of this bill effective it will be necessary to secure the codperation 
of Tennessee, Kentucky, the Carolinas, and Georgia. 


The tenth annual session of the Institute of Public Affairs will 
be held at the University of Virginia from July 5th to July 18th. 
The American Political Scene of 1936; Obstacles to International 
Goodwill; The Relationship of Business and Government; and 
Latin American Relations are a few of the subjects to be discussed 
at these meetings. 

University of Virginia. GeorGE T. STaRNEs. 








PERSONNEL NOTES 


Charles E. Allred, of the University of Tennessee, is directing a 
rural relief study in codperation with the Agricultural Experiment 
Station, the Federal Works Progress Administration, and the 
Tennessee Welfare Commission. To date five reports have been 
issued, and several others are in preparation. Professor Allred 
is also supervising a Works Progress Administration project on 
“Farm Mortgages, Land Values and Transfers, and Farm 
Taxation.” 


C. C. Carpenter, formerly chairman of the Economics Depart- 
ment at Marshall College, has been added to the staff of the Com- 
merce College of the University of Kentucky, effective February 1, 
1936. 


John J. Corson, 3rd, Director of the Evening School of Business 
Administration in the University of Richmond, is now special 
referee for the United States Department of Labor. 


Dean Frank C. Foster, of Tusculum College, Greenville, Ten- 
nessee, is county chairman of the Committee on Child Health and 
Protection. 


Charles Grouch has been added to the Department of Business 
Administration at Vanderbilt University. 


R. D. Haun, head of the division of accounting of the University 
of Kentucky, has been granted a year’s leave of absence for 1936—- 
37. He will study law at Michigan. 


Elbert A. Kincaid, Professor of Finance at the University of 
Virginia, is a member of the Sub-committee on Banking Legisla- 
tion of the Governor’s Advisory Legislative Council. The report 
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of this Sub-committee formed the basis for new banking legislation 
now being considered by the General Assembly of Virginia. 


Benjamin H. Leubke has been appointed Assistant Agricultural 
Economist at the University of Tennessee, succeeding G. H. Hat- 
field who resigned to accept a position in Washington with the 
Soil Conservation Service. 


W. P. McLendon has been appointed Assistant Professor of 
Economics and Business Administration at Southwestern College, 
Memphis, Tennessee. 


Charles F. Marsh, Professor of Economics in the College of 
William and Mary, has been a member of the Steel Study Staff 
of the NRA on a part-time basis since his return to Williamsburg 
last September. While on leave of absence from William and 
Mary during the second semester of 1934-1935, he served as an 


economic adviser first in the Textile Division and later in the 
Division of Review of NRA. 


A. J. Nichol, of Duke University, was recently appointed by 
Governor Ehringhaus to serve on a committee to make a survey 
of the social and economic problems of the North Carolina coastal 
region. He is also serving as consulting economist for the North 
Carolina Department of Conservation and Development on a 
planned WPA project to improve the fishing industry of the state. 


Raymond B. Pinchbeck, Professor of Finance and Dean of the 
University of Richmond, recently served as research adviser to the 
Committee on Taxation of the Virginia State Chamber of Com- 
merce. He is the author of the report published by this com- 
mittee. 


Tipton R. Snavely, Chairman of the Department of Economics 
and Commerce at the University of Virginia, is a member of the 


State Milk Commission appointed by Governor George C. Peery. 


S. D. Southworth, Professor of Economics in the College of 
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William and Mary, addressed the Virginia Bankers Association, 
Group 1, on “‘Current Tendencies in Federal Banking Legislation’’ 
at its February 1st meeting at Old Point Comfort. On December 
11th he addressed the Newport News Chapter of the American 
Institute of Banking on “‘The Banking Act of 1935.’’ He also 
addressed a radio audience on “‘Open-Market Operations of the 
Federal Reserve System’’ on the same evening. 


C. P. Spruill, Jr., of the Department of Economics and Com- 
merce of the University of North Carolina, was recently appointed 
Dean of the newly organized General College of that iastitution. 


Frank B. Ward, of the Department of Economics of the Uni- 
versity of Tennessee, gave several lectures at the “‘School of Ex- 
tension Workers’’ held by the United States Department of Agri- 
culture at Orangeburg, South Carolina in February. 


Overton Williams has just been elected Bursar of Vanderbilt 
University to fill the position of the late J. E. Hart. 
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